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General 


XINHUA Official Speaks on World Situation 


OW2901035490 Beijing BAN YUE TAN in Chinese 
No 24, 25 Dec 89 pp 15-17 


[Speech by Yao Yun (1202 0061), senior reporter and 
deputy chief editor of the XINHUA NEWS AGENCY: 
“Major and Profound Changes in the World Situation”; 
one of the speeches made at a forum sponsored by BAN 
YUE TAN titled: “The Complicated and Volatile Inter- 
national Situation” ] 


[Text] Major and profound changes are taking place in 
the world situation. This series of changes affects the 
overall situation, the balance of international forces, and 
the world structure. 


The changes in the international situation over the past 
year manifested themselves mainly in the following four 


aspects. 


First, the situation in Eastern Europe has taken a sudden 
turn for the worse. Inherent problems, an accumulation of 
mistakes, and the influence and interference from foreign 
powers ave caused drastic changes in five East European 
counties. 


First of all, the Polish parliament was reorganized, and 
its government leadership changed hands. The Hun- 
garian party was renamed, and its party constitution 
was revised. Then, major reorganizations and changes 
were made in the party and government leaderships of 
the GDR, Czechoslovakia, and Bulgaria. In some coun- 
tries, “reform” went astray. Politically, the “multiparty 
system” and bourgeois liberalization were imple- 
mented, while economically, “‘privatization” and the 
tendency to ‘make economic practice more market- 
oriented prevailed. At the same time, the series of 
reforms implemented in the USSR became mired in 
difficulties. Its economic situation deteriorated, ethnic 
conflicts flared, and society was in turmoil. At present, 
struggles are still going on in some East European 
countries. There is no final settlement in sight. How- 
ever, the series of drastic changes and their repercus- 
sions have been unprecedented since the end of the 
World War II and the founding of socialist countries in 
Eastern Europe. 


Second, the West stepped up the implementation of its 
strategy of “peaceful evolution” against socialist coun- 
tries. 


After U.S. President Bush’s inauguration, he spent a 
few months deliberating the U.S. policy on the USSR 
and put forward a strategy “that would transcend 
deterrence.” It meant taking advantage of the opportu- 
nity arising from the difficulties encountered by the 
socialist countries in the course of their reforms not 
only by carrying out military “deterrence,” but also by 
transcending this limitation and achieving the strategic 
objective of “winning a victory without fighting a war” 
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and by promoting “peaceful evolution” in socialist 
countries by us) 4 the capitalist ideology to infiltrate 
and exert pressure on them in all fields of endeavor and 
by all other sorts of means. The drastic changes taking 
place in the East European situation have exceedingly 
pleased the West—with the United States as its head— 
because things turned out better than they expected. 
They believe that it is a very rare opportunity which 
occurs only once in 1,000 years for them to further 
Carry out this strategy. This Western strategy was man- 
ifested and reflected in Bush’s visits to Poland and 
Hungary, the subsequent summit of the seven industri- 
alized nations, and the recent U.S.-Soviet summit held 
in the Mediterranean. Among these events, they obvi- 
ously adopted a strategy of combining the carrot and 
the stick. They encouraged and abetted some of the 
East European countries which shifted their orientation 
and changed their course. They put forward conditions 
to the USSR, trying to make it make concessions and 
then offering it certain support and cooperation. With 
regard to China, they adopted such measures as 
exerting pressure, imposing sanctions, and so forth. 
Obviously, “the strategy of transcending deterrence”’ is 
far more offensive and aggressive than the strategy of 
“deterrence” adopted by the United States for the past 
40 years. 


Third, the trend of multipolarization continues to develop 
in the world and certain structural changes are taking 
place. 


The USSR’s prestige and position have been greatly 
weakened because of the drastic changes in Eastern 
Europe and its own domestic difficulties and turmoil, 
while the United States’ influence and function in 
world affairs have decreased due to the Japan’s rise, the 
growing role of Western Europe, and the limitations of 
its own strength. The system of dividing the world into 
two opposing extremes was further undermined. Most 
eye-catching of all were the structural changes taking 
place in Europe. The changes in the relationship 
between the USSR and the East European countries 
apparently weakened the Warsaw Pact; conversely, it 
also weakened the relationship between the United 
States and the West European countries and apparently 
weakened the North Atlantic Treaty Organization. The 
Yalta structure set up after the War War II was shaken. 
In particular, the prospect of reunification of the GDR 
and the FRG introduced a new factor into the situation 
in both Europe and the world. It created doubts and 
misgivings in the European countries, the United 
States, and the USSR. They were all worried that the 
emergence of a unified and powerful Germany would 
change the balance and geopolitical situation in Europe 
and pose a great threat to them. All this could only 
cause changes to take place in the grouping and orga- 
nization of forces in Europe. It should be noted that 
certain new changes emerged in the tripartite relation- 
ship among China, the USSR, and the United States. 
These changes in this strategically significant relation- 
ship also affect the overall situation. 
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Fourth, some countries’ economies cuntinued to grow, 
dominated by the pattern of imbalanced capitalist devel- 
opment, resulting in keener competition among the capi- 
talist superpowers. 


At present, Japan and the FRG have become the largest 
exporting and creditor nations in the world, while the 
United States has become the world’s largest debtor 
nation. Sharp economic conflicts exist between Japan 
and the United States, between Japan and Western 
Europe, and between the United States and Western 
Europe. Western Europe, the United States, and Japan 
have all been stepping up their efforts to implement 
economic integration in order to increase their compet- 
itiveness and protect and capture market shares. The 
European Economic Community strives to fulfill its 
plan of establishing the European Common Market. 
The United States and Canada have decided to cancel 
customs duties and restrictions in bilateral trade within 
10 years. Japan is also actively drawing up plans for an 
“East Asian Economic Community” or an “Asia- 
Pacific Economic Community.” Such trends in eco- 
nomic integration reflects the keenness of economic 
competition among the capitalist superpowers. 


These world changes have prompted us to ponder the 
following two questions: 


First, how should we assess the drastic changes that have 
occurred in the international situation this year? 


In my opinion, as far as the relationship between the 
United States and the Soviet Union—or the two super- 
powers—and between East and West are concerned, the 
state of acute military confrontation has gradually 
eased with the trend toward arms reduction and a 
search for dialogue growing. The process of cooling 
down in the various hot spots in the world and toward 
solving disputes through negotiations continues. And 
there has been no change in the international trend of 
shifting the orientation from a frantic arms race to 
competition in overall national strength, mainly in 
economic development and in promoting science and 
technology. 


However, the development of the situation over the past 
year indicates that the contradictions between the two 
social systems and two ideologies—capitalism and 
socialism—can, under given conditions, become rela- 
tively acute and sharp even though the international 
situation as a whole becomes relaxed. At the same time, 
the changes in the relative economic and political 
strengths of the big powers and collective groups of states 
may lead to changes in the international situation and 
world pattern. The impact of it is deep-going and far- 
reaching an¢ should not be ignored. 


For this reason, we can say, on the one hand, that the 
trend of the “shifting orientation” in the world situation 
has remained unchanged. On the other hand, we should 
see the salient feature of the world situation at present as 
one which is characterized by elements of turbulence and 
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tension coexisting, interwoven with a trend of relax- 
ation. It is not inconceivable that, under given circum- 
stances, this might give rise to a certain reversal of the 
situation. 


Second, the drastic changes in the East European situa- 
tion are beyond many people’s expectations. Do they 
mean that socialism has failed? 


The socialist system is a high stage of social development 
in history. It represents an advanced mode of production 
and reflects the interests of the advanced working class 
and laboring people. The creation of the system was the 
inevitable result of historical development. 


The superiority of socialism has already been proven by 
the development the Soviet Union has achieved since 
the October Revolution, by the leap China has made 
after the founding of the People’s Republic and in the 
course of the reform during the last decade, and by the 
accomplishments the East European countries have 
scored since they established the socialist system. Even 
though the socialist countries have made numerous 
mistakes and showed many weaknesses in the course of 
construction, the socialist system is still capable of 
continuing to develop and to perfect itself through the 
process of reform. 


History has shown us that establishing and consoli- 
dating the social system inevitably requires long-term 
struggle and must go through twists and turns and 
experience setbacks. The French bourgeois revolution 
took more than 80 years of bloodshed and wars, from 
the attack on the Bastille in 1789 to the founding of the 
Third Republic in 1875. The British bourgeois revolu- 
tion began in 1640 and experienced incidents of resto- 
ration and coups d'etat, and stability was not achieved 
until 1688. In view of this, the temporary setbacks 
suffered by socialism in a number of countries should 
not make people lose confidence. Instead, ‘tiey should 
draw experience and lessons from the setbacks and 
become even clearer in their minds about the road they 
should take. Ultimately socialism will triumph. This is 
history’s rule. 


East Europe 


Krenz Expelled From GDR’s Socialist Party 


OW2101153590 Beijing XINHUA in English 
1224 GMT 21 Jan 90 


[Text] Berlin, January 21 (XINHUA)—Egon Krenz, 
turmer ‘eader of the Socialist Unity Party of Germany, 
vas expelled today following the party's two-day Arbi- 
tration Commission meeting, the state-run news agency 
ADN reported. 


According to the commission, more than 10 former 
Politburo members and alternate members of the party 
were expelled, ADN said. 
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Krenz, 53, replaced Erich Honecker as party chief on 
October 18 last year and was elected chairman of the 
Council of State and chairman of the National Defense 
Council on October 24. 


Krenz and the Central Committee of the party resigned 
en masse on December 3, ADN said, aiding that Krenz 
resigned as head of state and chairman of the National 
Defense Council three days later. 


Moreover, the Arbitration Commission today agreed to 
rehabilitate the reputation of 47 persons who were 
persecuted by the party over the past decades, the ADN 
said. 

The Socialist Unity Party of Germany changed its name 
into the Socialist Unity Party of Germany-Democratic 
Socialist Party at its special congress in the middle cf last 
December. 
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Song Jian at Weather Bureau Directors’ Meeting 


OW 1501144490 Beijing Domestic Service in Mandarin 
1930 GMT 12 Jan 90 


[From the “National Hookup” program] 


[Text] Last year, meteorological departments in our 
country expanded services and effectively increased 
their capacity to monitor and forecast calamitous 
weather and to serve agriculture. 


At the 1990 national meeting of meteorological bureau 
directors in Shanghai yesterday, Song Jian pointed out: 
It is necessary to strengthen the forecasting of calamitous 
weather and to contribute to increasing the nation’s 
agricultural production this year. 


Article Recommends Reading Mao Works 
HK24 12075889 Beijing GUANGMING RIBAO 
in Chinese 1 Dec 89 p 3 


[Article by Shi Yushan (4258 3768 1472): “Read a Bit of 
“Mao Zedong””’] 


[Text] Comrade Mao Zedong once proposed “reading a 
bit of Lu Xun.” Undoubtedly, the reading helped the 
whole party, Army, and nation know more about Lu Xun 
and resist the widespread tendency of bourgeois liberal- 
ization which negated Lu Xun. For this reason, we 
should continue to “read a bit of Lu Xun.” 


Today we should also propose “reading a bit of Mao 
Zedong.” 


Naturally, reading a bit of Mao Zedong includes all the 
theoretical works written by him. Apart from continu- 
ously reading these works, I think we should also read 
some biographical litcrary works and memoirs about 
Mao Zedong. There is a rich variety of such works. The 
number of these works, though limited in the past, has 
increased particularly in recent years. Although there is 
no lack of distorted, novelty, and mediocre works, there 
are also gocd works which are worth reading, such as 
“Mao Zedong” by the American writer (Schram), “Mao 
Zedong Who Stepped Dc wn From the Altar to Heaven,” 
“Tears of a Leader,” “Inside and Outside the Red Wall” 
by Chinese writer Quan Yanchi, and “Mao Ze’ »ng Who 
Moved Toward the Altar to Heaven” by Li ‘ ingiao, a 
guard who followed Mao Zedong for many years. 
Although the deeds and views recorded in these works 
differed from each other and the contents of some 
chapters repeated slightly, they are after all excellent 
works. Although each had its own characteristic, most of 
them integrated historical reality with artistic reality and 
used numerous vivid facts selcom known to the public to 
depict Ma’: Zedong’s life and prove that he was a man 
rather than a god. 


Since the beginning of history, every class has made a 
fair understanding and assessment of its great men or 
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leaders following their death. The proletariat should also 
deal with its great men or leaders in this way. We have 
done so for a long time. 


Let us start with Marx. When he stopped thinking on 14 
March 1883, Engels wrote a letter to Liebknecht with 
deep sorrow. After describing the death of Marx, he said: 
“We attribute all we have today to him. The achieve- 
ments of the modern movement should all be attributed 
to his theoretical and practical activities. Without him, 
we would still be hesistating in the dark today” (““Rem- 
iniscenes of Marx and Engels,” p 399). This appraisal 
conforms to historical materialism and has met with 
general acceptance. 


It is quite natural that people associate this with the 
understanding and appraisal of Mao Zedong. The “‘Res- 
olution on Certain Problems in the History of Our Party 
Since the PRC Founding” adopted by the 6th Plenary 
Session of the | 1th CPC Central Committee pointed out: 
“Without the efforts made by Mao Zedong to save the 
Chinese revolution from the numerous crises and 
without the correct political orientation for the whole 
party, nation, and People’s Army illuminated by the 
CPC Centra! Committee headed by him, our party and 
people would sti!! have to grope for a longer time in the 
dark.” Deng Xiaoping said: A recall of the failure in the 
1927 revolution shows that if it was not for the out- 
standing ieadership of Comrade Mao Zedong, the Chi- 
nese revolution would not have succeeded yet. Then the 
people of all nationalities in China would still have to 
live under the reactionary rule of imperialism, feu- 
dalism, and bureaucrat capitalism and our party would 
still be fighting arduously in the dark. In a word, the 
whole party has affirmed a hard fact: “Mao Zedong is a 
great Marxist, proletarian revolutionary, theorist, and 
strategist. He is the greatest national hero in the history 
of the Chinese nation.” 


Please look: How profound these glittering words “hes- 
itating in the dark,” “groping for a longer time in the 
dark,” “a great national hero,” and so on are! In other 
words, the new era of the worldwide proletarian revolu- 
tion would be unimaginable without Marx's theoretical 
and practical activities. Similarly, the victory of the 
Chinese revolution would also be unimaginable without 
Mao Zedong, who led our party in creatively applying 
the basic Marxist-Leninist tenets and integrated them 
with China's reality. 


Nevertheless, some comrades have not yet solved the 
question of correctly understanding and assessing Com- 
rade Mao Zedong from the bottom of their hearts. The 
reading of some biographical works about hin today 
may be helpful. 


Naturally, a biographical work pointed out, Comrade 
Mao Zedong was 4 man, not a god. It was indeed 
distressing that he made some mistakes during his later 
years because these mistakes caused losses to the revo- 
lution, the state, and the people. While talking about the 
historical merits of Comrade Mao Zedong, we should 
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also acknowledge his mistakes. While talking about his 
mistakes, we should first affirm his achievements and 
thank him for his everlasting great contribution to the 
people. After all, his contributions outweigh his mis- 
takes. In my opinion, feelings, standpoint, and attitude 
are extremely important while dealing with this serious 
question. We might as well learn a bit from Lu Xun. We 
should learn from his attitude toward Liz Bannong. In 
his article “In Memory of Liu Banrong,” Lu Xun said: 
“He has passed away. My feelings toward him remain 
the same as before. I like Bannong of a decade ago, \wut 
hate his later years. This hate is the hate of a frend 
because I hope he is always Bannong of 10 years ago. 
Although what he did for soldiers was ‘limited,’ it 
benefited China. I wish to burn up in flames to illumi- 
nate his achievements...”’ Can't we receive a good deal of 
enlightenment from this? The answer is definite. Mao 
Zedong’s mistakes, after all, are mistakes of a great 
proletarian revolutionary. We can see from the biogra- 
phies that he was so devoted to public service throughout 
his life that he forgot his own interests. Whether in the 
years of war or peaceful construction, he shared weal and 
woe with the masses. He always had the people in his 
mind and never forgot that he was son of the laboring 
people. He once shed tears for the people who suffered 
during the three years of natural disasters. When the 
people could not have meat to cat, he also refused to 
have meat; when the people suffered from dropsy, he 
also suffered from the same disease. I was deeply moved 
while reading these stories and could not help but shed 
tears. His thinking and exemplary deeds will affect this 
and several more Chinese generations. For this reason, 
our stand, feelings, and attitude toward his mistakes 
should be a comradely and friendly one. Comrade 
Huang Kecheng said that we should not be swayed by 
our emotions while dealing with such an extremely 
serious question. 


Our respect to Mao Zedong should be manifested in a 
correct understanding and assessment. Our party and the 
Chinese people who have stood up under party leader- 
ship should always take a dialectical and historical 
materialist stand, viewpoint, and method toward their 
great leader Mao Zedong and other revolutionaries of 
the elder generation who saved them from the abyss of 
misery, correctly assess their merit, learn from them, 
cherish them, and apply their thinking and theories to 
the communist cause. 


Under the influence of bourgeois liberalization, the evil 
wind of negating everything stirred up all of a sudden. 
The advocates of bourgeois liberalization wanted to 
negate the history of construction since the founding of 
New China 40 years ago, the history of revolutionary 
wars in 22 years prior to the founding of the PRC, and 
even the history of the civilization of the Chinese nz ion 
traced back several thousand years. Their purpose 10 io 
negate the party's four cardinal principles—namely 
party leadership, the socialist syst :m, the people's dem- 
ocratic dictatorship, and Marxism-Leninism-Mao 
Zedong Thought. They also want to negate Mao Zedong 
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in order ‘o attain their objective of tota'ly Westernizing 
China. Our reply is: History, the party’s four cardinal 
principles, and Mao Zedong cannot be negated. We 
should understand Mao Zedong from a higher plane and 
angle. Although he made some mistakes during his later 
years, he constitutes a source of pride in the Chinese 
nation and a symbol of the times. He is closely related to 
the revolutionary history, party history, Army history, 
construction history, and history of the founding of New 
China over the past decades. It was Marxism- 
Leninism-Mao Zedong Thought—‘mainly the thinking 
of Mao Zedong”—which guided our advance (quotation 
from Deng Xiaoping). While commemorating the 90th 
anniversary of the birthday of Mao Zedong, a veteran 
writer said: Some people negate Mao Zedong today. 
They will negate the Communist Party tomorrow and 
Marxism-Leninism-Mao Zedong Thought the day after 
tomorrow, followed by the return of the “landlords” 
restitution corps” to topple our socialist system. The 
situation will then be characterized by great disorder 
under heaven. Are things not developing according to 
this logic? 


Thus it can be seen that a correct understanding and 
appraisal of Mao Zedong is a matter conforming to 
popular will, is a question whether we can carry forward 
the glorious tradition and undertakings pioneered by our 
party and revolutionanes of the elder generation, a 
question whether «ne four cardinal principles can be 
genuinely implemented, and a matter involving the 
correct implemntation of the “double hundred” policy 
and “serving the people and socialism” in the field of 
literature and art. Therefore, we should regard it as an 
important content in ideological and political work and 
in the campaign against bourgeois liberalization. 


In recent years, particularly following the comprehensive 
and fair assessment of Mao Zedong by the “Resoiution 
on Certain Historical Problems Concerning the Party 
Since the Founding the the PRC” in 1981, the study of 
Mao Zedong has entered a new stage. New progress and 
gratifying results have also been achieved in China in 
studying the practice and thinking of Mao Zedong 
during his later years. There are a number of good 
articles and works in this regard. This is absolutely 
necessary and useful. Now it seems that there are two 
different kinds of views on Mao Zedong’s mictakes, 
particularly those made during his later years. Those 
with good intention want to reveal the true colors of Mao 
Zedong through criticizing the mistakes he made during 
his later years so as to healthily develop the party's cause; 
while those with evil intention want to totally negate 
Mao Zedong by criticizing or making use of the mistakes 
he made during his remaining years so as to negate 
everything of the party, resulting in a regression and 
collapse of the party's cause. Although the number of 
people from the second category is limited, they have 
created public opinion on a large scale. They shouted the 
slogans of “enlightenment,” “upgrading,” and “surpass- 
ing,” but they totally negated Mio Zedong and every- 
thing relating to the people’s revolution. The mistakes 
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made by Mao Zedong during his later years were indeed 
a tragedy to himself. But the greatest tragedy would be 
the deep hatred and total negation of him resulting in the 
loss incurred by Chinese revolution and construction. 


Naturally, it would be wrong to understand and assess 
Mao Zedong merely with simple class feelings and to 
regard him as a perfect man, denying the mistakes he 
made during his later years. This would harm the party's 
cause. I am in favor of the speech delivered by Comrade 
Li Xifan at the forum of literature and art held by the 
Central Propaganda Department in Beijing. He said: “It 
is true that Comrade Mao Zedong made a numtkxi of 
mistakes in his later years after the founding of the PRC. 
Nevertheless, he also made immortal deeds in leading 
the party and the Chinese revolution to victory. Com- 
rade Xiaoping has recently stressed the key role of Mao 
Zedong among the leaders of the first generation. In 
recent years, however, a handful of contemptible scroun- 
dels have tried by every means to totally negate his 
achievements and to abuse and insult him to please the 
enemies. This state of affairs is very abnormal.” (See 
GUANGMING RIBAO, 18 July 1989, p 2) In my 
opinion, these remarks are applicable to a fair assess- 
ment of Mao Zedong’s thinking in literature and art as 
well as to a fair appraisal of the entire life of Mao 
Zedong. This is a typical example of correctly under- 
standing and assessing Mao Zedong, which conforms to 
the spirit of the “Resolution.” To favor such an under- 
standing and assessment, we must take a proper stand, 
method, attitude, and feeling. To achieve this, it is 
necessary to face the tendency of negating everything 
and to read a bit of Marxism-Leninism and Mao Zedong. 


Article Urges Understanding of ‘Two Basic Points’ 
HK2012055189 Beijing RENMIN RIBAO in Chinese 
4 Dec 89 p 6 


{Article by Wei Hanxin (7614 3352 9515) and Li 
Weixing (2621 5898 2502): “Correctly Understand and 
Grasp the Dialectical Relations Between the "Two Basic 
Points””’] 


[Text] The Fifth Plenary Session of the 13th CPC 
Central Committee pointed out: “In the 10 years since 
the 3d Plenary Session of the 11th CPC Central Com- 
mittee, we have taken economic construction as the 
center and upheld the four cardiaal principles, reform, 
and openness. The national economy has shown sus- 
tained development, with a marked increase in national 
economic strength and an obvious improvement in the 
living standards of urban and rural residents. Tremen- 
dous achievements have been scored in various fields of 
endeavor.” 


In the new historical period of upholding economic 
construction as the center, we must correctly understand 
unity between upholding the four cardinal principles and 
upholding reform and openness. This is an important 
problem that we must solve regarding theory and prac- 
tice. Reform experience in the 10 years and the lesson of 
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the 2-month turmoil have made us further realize that an 
overall and correct grasp of the dialectical relations 
between the “two basic points” carnes great significance 
in better implementing the general and specific policies 
since the 3d Plenary Session of the 11th CPC Central 
Committee, maintaining their continuity and stability, 
and smoothly building socialism with Chinese character- 
istics. 


Establishment of the “Two Basic Points” Is Determined 
by Our Country's Being in the Initial Stage of Socialism 
The two basic points have been formulated and put 
forward as a result of our party's groping for a socialist 
road with Chinese characteristics. Since the 3d Plenary 
Session of the 11th CPC Central Committee, the party 
Central Committee has used the Marxist stand, view- 
point, and method in gradually forming and putting 
torward the basic line that mainly calls for taking eco- 
nomic constructiun as the center and upholding the two 
basic points, starting with the consideration and stucy of 
China’s national conditions. 


“Our country is placed in the initial stage of socialism.” 
This scientific conclusion is a theoretical basis for the 
two basic points in the basic line put forward by the 
party. On the one hand, it has made clear that our 
country is already a socialist society. Thus, we must 
uphold and cannot depart from socialism. This has 
provided an objective basis for upholding the four car- 
dinal principles. It will absolutely not do to practice 
bourgeois liberalization, retrace the old path, and regress 
into capitalism. On the other hand, it has defined the 
distinction between the initial and advanced stages of 
socialism, providing a realistic basis for the general 
guideline and general policy of reform and openness. 
The important economic feature of the initial stage of 
socialism is the productive forces being relatively back- 
ward. The development of productive forces is a funda- 
mental socialist task. To develop productive forces, we 
must carry out the general guideline for reform and 
openness. Reform and openness are an important 
driving force and a necessary condition in the contin- 
uous development of socialist society in its initial stage. 


The two basic points were first put forward by Comrade 
Deng Xiaoping and have since been stressed repeatedly. 
Putting the practices of upholding the socialist road, 
upholding the people’s democratic dictatorship, 
upholding the leadership of the Communist Party, and 
upholding Marxism-Leninism-Mao Zedong Thought 
side by side and summing this up as upholding of the 
four cardinal principles was first put forward by Com- 
rade Deng Xiaoping in a speech at the party's theoretical 
work discussion conference? in 1979 and has been vested 
with contents from the new era under new historical 
conditions. He pointed out that these four cardinal 
principles “have long been consistently upheld by our 
party.” To realize modernization “the central authorities 
consider that today we must repeatedly stress up ‘olding 
these four cardinal principles. This is because certain 
people (even if only an extremely small number) attempt 
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to shake these fundamental principles. This can never be 
allowec. No communist party member, let alone every 
party ideological and theoretical worker, can ever be 
allowed to show the slightest wavering in this funda- 
mental stand. This would shake the foundations of the 
whole socialist cause and the whole cause of moderniza- 
tion.” (“Selected Works of Deng Xiaoping,” pp 151, 
159) Upholding the general guideline of reform and 
openness represents the new content and new contribu- 
tion since the 3d Plenary Session of the |lith CPC 
Central Committee. At the preparatory meeting in con- 
nection for the 3d Plenary Session of the 1Ith CPC 
Central Committee, Comrade Deng Xiaoping pointed 
out: “Only with emancipated minds can we correctly 
take Marxism-Leninism-Mao Zedong Thought as a 
guide in solving problems left over from the past and a 
series of new problems; correctly reform production and 
superstructure relations which are incompatible with the 
rapid development of productive forces; and define the 
concrete road, guidelines, methods, anU measures for 
realizing modernization in line with our country’s actual 
conditions. ("Selected Works of Deng Xiaoping,” p 
131). Thereafter, in a series of articles and speeches, 
Comrade Deng Xiaoping made many brilliant exposi- 
tions on the importance, necessity, and great significance 
of upholding the four cardinal principles, economic 
reform, political reform, openness, and on relevant gen- 
eral and specific policies. In an article entitled "Building 
Socialism Wi.a Chinese Characteristics” in June 1984, 
while suggesting the most fundamental task in the initial 
stage of socialism was the development of productive 
forces, he expounded upon the relations beiween 
upholding the four cardinal principles and upholding 
reform and openness and summed up the two as building 
a socialist road with Chinese characteristics. On 4 July 
1987, he pointed out core clearly: "Carrying out 
socialist modernization is a basic line. To carry out 
modernization and make China p’osperous, we must 
first introduce the policy of reform and openness. 
Second, we must uphold the four cardinal principles and 
essentially must uphold party ieadership, the socialist 
road, and opposition to bourgeois liberalization and 
following the capitalist road. These two basic points are 
interdependent.“ ("Comrade Deng Xiaoping’s impor- 
tant Speeches,“ pp 40-41) The 13th National Party 
Congress officially incorporated “upholding the two 
basic points” in the party's basic line in the initial stage 
of socialism. It was also clearly pointed out that the two 
basic points—upholding the four cardinal! principles and 
upholding the general guideline for reform and open- 
ness—are intermingled as one. Neither of the two is 
dispensable and they are part of what makes up the 
outline of the theory of building socialism with Chinese 
characteristics. This is a development of scientific 
socialism. 


Upholding the two basic points is a necessity as far as 
history and reality are concerned. Practice since the 3d 
Plenary Session of the 1 ith CPC Central Committee 
shows that upholding the two basic points is entirely 
correct. In the several decades before the third plenary 
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session we also stressed the four cardinal principles. But 
there was no reform and openness then. It was working 
under an inflexible system and making rounds in an 
isolated country. The result was the absence of substan- 
tial development and the superiority of the socialist 
system had not been brought into play. In the 10 years 
following the third plenary session, we took economic 
construction as the center, not only upholding the four 
cardinal principles, but also upholding reform and open- 
ness. It was not a long period of time, but we achieved a 
doubling of the gross national product, the national 
revenue, and of urban and rural residents’ income. 
Achievements arresting world attention had been scored. 
This comparison of facts most eloquently proves that we 
must uphold these two basic points without the slightest 
wavering. 


Unity of the “Two Basic Points,” Interpenetrating and 
In Finds 


terdependent, Expression in the Practice of 
Building Socialism With Chinese The 
pert See Co Soe ee cee Sana oes 
out: “Unity of the two basic 
cardinal principles and upholding reform and 
hich are and 
interdependent, finds expression in practice of 


building Chinese characteristics. 
ne ern ofan — apt bag hy eoeey 
relations between the two basic points. It shows that 


sla eh Chinese carci" They wen 


First, the “two basic points” are, by intention, depen- 
dent on each other. The relationship of “interdepen- 
dence” between the two basic points refers to the condi- 
tion whereby the two complemeni and depend on each 
other. The four cardinal principles say that this country 
of ours practices the people’s democratic dictatorship, 
must follow the socialist road, must follow the leadership 
of the Communist Party, and must use Marxism- 
Leninism-Mao Zedong thought as a guide. These four 
cardinal principles are the political basis for our country. 
Therefore, we must once more stress that the four 
cardinal principles are “the foundation for the building 
of the country.” The general guideline of reform and 
openness says thai this socialist country of ours must 
carry out reforms in order to change the ossified eco- 
nomic and highly concentrated political systems which 
hinder development of the productive forces. It says that 
this socialist country of ours must be oriented toward the 
world and make the most of foreign funds, science and 
technology, and management methods which help 
toward socialist development. If we should stay in the 
rut, make no reform, cut ourselves off from the world, 
and not open up, our socialist construction cannot 
develop rapidly. Therefore, we say that reform and 
openness represent “the road to a powerful state.” One 
being “the foundation for building the state” and the 
other being “the road to a powerful state,” the two 
complement each other, with neither of them separable 
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from the other. The four cardinal principles have defined 
the direction and the road to be followed in reform and 
openness, enabling the < neral guideline of reform and 
openness to be correctly carried out. Reform and open- 
ness have carved out a realistic road for the development 
of productive forces, reinforcing the four cardinal prin- 
ciples with new content. If we merely stress reform and 
openness and not the four cardinal principles, then this is 
not socialist reform and openness and will inevitably 
lapse into bourgeois liberalization. Similarly, if we 
should stress the four cardinal principles in isolation 
from reform and openness, it would be a return to the old 
path before the 3d Plenary Session of the 1 ith CPC 
Central Committee. There would be no rapid develop- 
ment of the productive forces and no improvement in 
the people’s material lives. The superiority of socialism 
could not be brought into full play and upholding the 
four cardinal principles would become empty talk. The 
result would be nothing but a hotbed for breeding and 
disseminating bourgeois liberalization. 


Second, the “two basic points” permeate each other in 
regard to their operation mechanism. The relations of 
“interpenetration” between the two basic points means 
that the two are neither insulated nor isolated from each 
other in their existence and operation. Instead they 
permeate, mingle with, restrain, and promote each other. 
In upholding the four cardinal principles under new 
historical conditions, we must, in the practice of reform 
and openness, continuously vest the four cardinal prin- 
ciples with new content of the era. Marxism, the socialist 
system, party leadership, and the people's democratic 
dictatorship in themselves call for being continuously 
enriched, perfected, and developed in reform and open- 
ness. Before the 3d Plenary Session of the 1 ith CPC 
Central Committee, our inflexible and dogmatic under- 
standing of certain Marxist conclusions and certain 
provisions in the socialist system was an important 
reason why the superiority of the socialist system had not 
been brought into full play. An important reason why we 
have scored world-recognized achievements in the 10 
years of reform and orenness is that we have fully 
reinforced and developed the contents of the four car- 
dinal principles. Actually, the four cardinal principles 
themselves are marked by practice, reform, op:nness, 
and development and are by no means subjective, inflex- 
ible, insulated, and stagnant dogma. Given only this can 
the “four adherences” have vitality and the power of 
conviction and influence. This is one side of the matter. 
Another side is that reform and openness have been 
carried out under the ,uidance of the four cardinal 
principles. Our reform iiself involves the self-perfection 
and seli-development of the socialist system and the 
people’s democratic dictatorship under the guidance of 
Marxism and the leadership of the Communist Party. 
Our openness itself calls for being oriented to the world 
and drawing on the essence and rejecting the dregs to 
serve socialism under the guidance of Marxism and the 
leadership of the Communist Party. Reform and open- 
ness divorced from the “four adherences” would depart 
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from the socialist track and lapse into capitalism. Any- 
thing done to promote bourgeois liberalization in the 
name of reform and openness is resolutely opposed by 
us. 


Third, the “two basic points” are unified in practice. The 
relationship of “organic unity” between the two basic 
points means that the starting point and basis for the two 
are unanimous and are unified in practice—in building 
socialism with Chinese characteristics. Be it “four adher- 
ences,” or reform and openness, the aim is to “build our 
country into a powerful, democratic, and civilized 
socialist, modernized country,” as clearly called for by 
the party’s basic line. Specifically speaking, to uphold the 
four cardinal principles is to provide our modernization 
effort with a clear-cut direction and a stable social 
environment, with the unified will of the population of | 
billion, and with uniform steps and a high degree of 
social rallying power. To uphold reform and openness is 
to emancipate the mind and release social productive 
forces, absorb everything in the world useful to us, 
increase the vitality and strength of socialism, and step 
up the pace of revitalizing the Chinese nation. It can be 
seen that the aims of the “two basic points” are entirely 
unanimous. Second, the two basic points obey ard serve 
economic construction as the center. The relationship 
between the two basic points in essence reflects the 
contradictions between productive forces and the rela- 
tions of production and between the economic base and 
the superstructure. In the socialist period of construction 
under the concrete conditions of China, the contradic- 
tion between productive forces and the relations of 
production and between the economic base and the 
superstructure finds expression as the contradiction 
between productive forces and the political and eco- 
nomic systems. To solve this problem we must uphold 
the four cardinal pnnciples, reform, and openness in 
consolidating, perfecting, and developing our socialist 
system. These two aspects boil down to a problem of 
releasing productive forces and developing social pro- 
ductive forces. Only with developed productive forces 
can the socialist system be fundamentally consolidated 
and the superiority of the socialist system demonstrated. 


In U the “Two Basic Points” We Must Oppose 
the Two Erroneous Trends of Liberalization and 


Inflexibility 


The relationship in which the two basic points depend 
on and permeate each other calls for upholding attention 
to two aspects simultaneously in practice without bias. 
Comrade Deng Xiaoping on many occasions suggested 
working with both hands—one hand applied to reform 
and openness and one applied to a severe crackdown on 
economic crimes, to the building of spiritual civilization, 
to the building of the legal system, and to ideological and 
political work, with a clearcut banner raised upholding 
the four cardinal principles and resisting bourgeois lib- 
eralization and hackneyed stuff in various forms. But his 
suggestion had not been very properly acted upon in 
actual work, mainly because of the lack of consistency in 
upholding the four cardinal principles and failure to 
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regard them as fundamental thinking in educating the 
people, educating youths and students, and educating 
the whoic body of cadres and Communist Party mem- 
vers. There was incompatibility in alternating between 
softness and toughness. Indiviu al party leaders in par- 
ticular assumed a passive attitude toward upholding the 
four cardinal principles and opposed the guideline on 
bourgeois liberalizetion, causing a serious domination of 
liberalized bourgeois thinking. This was one of the 
important factors giving rise to political turmoil and the 
counterrevolutionary riot between the spring and 
summer this year. This cold fact has awakened us. The 
“two basic points” must be promoted at the same time, 
without any bias or emphasis on one to the neglect of 
other. Alternating between softness and toughness is 
very harmful. 


Practice shows that in understanding the two basic 
points themselves, there is struggle. The four cardinal 
principles involve the problem of using the Marxist 
viewpoint, or an inflexible viewpoint, in their treatment. 
Reform and openness involve the problem of using the 
Marxist viewpoint, or the liberalization viewpoint, in 
their treatment. Therefore, in upholding the two basic 
points of the party’s basic line, we must oppose leaning 
to the “left” and zlso oppose leaning to the right. Given 
the lesson of a long period of not being resolute and not 
being thorough in upholding the four cardinal principles, 
we must now especially raise a clear-cut banner in 
opposing bourgeois liberalization. 

Liberai.zed bourgeois thinking is erroneous; it negates 
the socialist system and advocates the capitalist system. 
At present, the sharp conflict between the four cardinal 
principles and bourgeois liberalization can be said to be 
reflected, to a very large degree, in the problem of 
whether or not to uphold the socialist direction in reform 
and openness. Some people bent on upholding bourgeois 
liberalization also seem very keen on “reform and open- 
ness.”” But their so-called “economic reform” calls for 
abolishing the pudlic ownership system and establishing 
the private ownership system. Their “political reform” 
calls for overthrowing the leadership of the Communist 
Party and promoting what is called a multiparty system. 
Their so-called “reform in the ideological and cultural 
areas” calls for doing away with the guidance of Marx- 
ism-Leninism-Mao Zedeng Thought and establishing 
the rule of bourgeois thinking in the ideological area. The 
essence of this so-called “reform and openness” is the 
introduction of capitalism, with China included in the 
Western capitalist system. 


Facts since the 3d Plenary Session .f the lith CPC 
Central Committee show that the people keen on pro- 
moting bourgeois liberalization and bent on changing 
China's socialist system and abolishing the leadership of 
the Communist Party represent an extremely small 
number. The appearance of errors and mistakes of this 
or that kind among most comrades has been unavoidable 
due to a failure to accurately grasp the relations of unity 
between the “two basic points,” to continuous changes 
in objective conditions and the ceaseless appearance of 
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new conditions and new problems, and due to differ- 
ences in understanding and in aiual conditions and 
circumstances. In our approach to errors and one- 
sidedness in understanding we cannot resort to simpli- 
fied methods. The only correct attitude is to uphold the 
party’s Marxist ideological line of proceeding from 
reality, seeking truth from facts, and taking practice a 
the criterion for testing truth; comply with the principle 
of linking theory with practice; gradually straighten out 
thinking; and unify awareness. Only in this way can the 
masses of theoretical workers and practical workers be 
encouraged to advocate the spirit of emancipating the 
mind, boldly exploring things, and creating the new to 
better organically unify upholding the four cardinal 
principles with reform and openness, and to make con- 
tributions toward the building of socialism with Chinese 
characteristics. 


Articles Consider Movies Based on Wang Shuo Novels 


‘Negative Effects’ Criticized 
HK 1501123190 Beijing GUANGMING RIBAO 
in Chinese 2 Nov 89 p 3 


{Article by Auang Shixian (7806 1709 2009): “The 
Cultural Pattern of Wang Shuo Movies and the Negative 
Effects”) 


[Text] Editor's Note: In recent years, four novels by the 
young writer Wang Shuo [5769 2592] ‘ave been adapted 
for the Chinese screen, including “Young Cynics,” 
“Reincarnation,” “Puff and Blow,” and “Half Flame, 
Half Brine.” These movies have aroused the great 
interest of the audiences since being shown in various 
parts of the country. Theoretical workers and critics in 
the literary and art circles have also conducted rather 
in-depth explorations and discussions on the ideological 
essence and artistic characteristics of those movies, 
which have received as much censure as praise. To better 
implement the “two-hundred” principle and further 
invigorate the academic atmosphere in the literary and 
art domain, two articles representing opposite views on 
the Wang Shuo movies will be carned in our art column 
in separate issues for our readers’ reference. [end editor's 
note] 


When literary circles coldshouldered Wang Shuo’s 
“avant garde” novels, which surfaced one after another 
in recent years, movie circles made an exception and 
showed them great favor by stirring up a “craze for Wang 
Shuo.” Four movies have been turned out baseu on his 
novels, including “Reincarnation” (the original title 
being “Surfacing From the Sea’), “Young Cynics,” and 
“Puff and Blow” (the original title being “The Rubber 
Man"’), and “Half Flame, Half Brine.” They swept across 
the Chinese screen in a rage, receiving as much censure 
as praise in heated discussions. People are at a loss to 
decide whether the movies in question deserve censure 
or praise. 
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Tue focus of the dispute is on whether Wang Shuo 
movies have filled the gap in urban culture or created 
stereotypes of a group of abnormal young people in a 
modern Chinese city with perplexing negative effects. 


Studied from the angle of cultural selection and from the 
direction of ideological value, Wang Shuo movies fall 
into the category of a cultural pattern which de paris from 
an “in-depth pattern” in favor of a popular form. The 
avant-garde aspect in his cross section of subject matters 
is closely knitted with the negative values of his works in 
building new culture and spiritual civilization. This 
article aims to clarify and analyze this point. 


oa + aaa A Cursory Glimpse of the Contemporary 


We face a cold fact: 


The “craze for Wang Shuo” is on the rise as serious 
culture suffers the embarrassment of sliding down the 
“valley.” 


The avant-garde aspect in the cross section of subject 
matters in Wang Shuo movies lies in the fact that they 
have taken the lead by cutting into the pulse of the very 
controversia) new life accomplished by urban reform. 
Therefore, they enjoy a certain historical rationality and 
artistic effects which are capable of pounding people’s 
hearts. 


However, the cultural vision of Wang Shuo movies is far 
too narrow. After their first attempts, they simply rest 
satisfied with a superficial layer in tracking the negati: - 
human relations in urban reform. Moreover, a note of 
self-conceit and even pleasure can be detected for their 
success in approaching the fringes of the underworld (or 
its embryo), which stinks with vices. Consequently, such 
works can only be confined to the category of popular 
culture because they lack historical penetration. 


Hegel made the following proposition: “All realities are 
rational and all rational things are realistic.” Engels 
explained the above proposition, saying: “In Hegel’s 
understanding, all things in existence are by no means 
unconditionally realistic” (“Ludwig Feuerbach and the 
Termination of German Classical Philosophy”’). There- 
fore, we can see that in artistic creation one should not 
rest saiisfied with describing non-fabricated reality (or 
rather avant-garde discovery). Only those artistic images 
created with a grasp of reality and which indicate some 
historical inevitability fall into the category of artistic 
creation that is genuinely rich in the aesthetic sense and 
valuable in cultural building. 


The four movies—including ‘“‘Reincarnation’’— 
obviously lack the the power to elevate artistic images to 
an aesthetic plane. ‘The artistic world consisting of such 
characters as Shi Ba [4258 8326], Zhang Ming [1728 
2494], Ding Jian [0002 1696], and Yu Guan [0060 6034] 
apparently spells out a modern urban “kingdom of 
hoodlums.”’ True, there is a certain realistic rationality in 
their way of life and subsistence, but in regards to the 
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meaning of thvir historical quality, Shi Ba and his ilk are 
just spray and foam thrown off by the current of the 
commodity economy. They are characterized by the 
negative “marginal beings” of our times (they are either 
tightrope walkers on the fringe of order or are liable to be 
occasional lawbreakers.) Under the bizarre and gaudy 
backdrop of luxury and dissipation in urban life, the 
characters have all sorts of money-worshiping dreams in 
an underworld atmosphere that spells vice. This has 
shaped the “young cynics” philosophy end personality 
and stamped them with extreme individualism. Obvi- 
ously, this is a realm of life never before exhibited on the 
Chinese screen and, hence, provides some novel experi- 
ences for the audience. 


We should acknowledge that the discovery of this group 
of negative “marginal beings” is an outstanding contri- 
bution by Wang Shuo movies. Moreover, the cynicism, 
unbridled laughter, and censure of the modern hood- 
lums, with Shi Ba as the prototype, are dexteriously 
wrapped in Wang Shuo’s unique language, which can be 
witty and rich in “black hnmor.”’ They crack jokes about 
life and politics to satisfy the general audience who have 
a way of “grumbling” at all kinds of negative social 
phenomena today. To varying degrees however, all four 
Wang Shuo movies share a common and fatal weakness. 
They have failed to dig deeper into realistic contradic- 
tions. The audience could hardly find and grasp the 
inevitable historical movement and the spirit of the 
times through the artistic images, and what came within 
their view were just cursory glimpses of the contempo- 
rary world. In the course of portraying the artistic images 
in their development, things of temporary existence were 
even faked as inevitable in reality. When Shi Ba and his 
ilk are making fun of the solemn soldiers who are 
standing guard at Tiananmen Square, and the devotion 
of Liu Hulan, who “lived a glorious life and died a 
glorious death,” the scene may have done well in 
revealing the loss of faith of a generation; but from the 
angle of ideological connotation, it is a total political 
joke. They are laughing at the Chinese national flag, the 
soldiers who symbolize our national pride, and the lofty 
value of a revolutionary martyr’s life, and all these values 
are lost amid their laughter. But whom and what are they 
laughing at, and why? It is shocking that the decadence 
and world-weariness of Shi Ba and his ilk should have 
become, like a magic cube, something of “positive 
value” transcending the existing moral standards! 


Countervalue: A Gray Spiritual Model 


The fact cannot be evaded that the heroes in Wang Shuo 
movies are in discordance with the existing social order. 
They belong to the decadent generation with a tradition 
of rebellion and who are capable of destroying culture 
but refrain from participating in construction. 
—Where do you people get your money? You loaf all 
day; I have never seen you do a day’s hard work. 
—What do you suppose we should be like? Roll our 
sleeves up and stand by the lathe? Work on the farm 
and sweat all over from morning till night? 
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The above dialogue is quoted fiom the novel “Surfacing 
From the Sea,” between the profiteer, Shi Ba, and a 
young girl, Yu Jing [0060 2533]. Here, the bragging and 
self-conceit of an urban loafer are almost naked. In the 
movie “Reincarnation” based on that novel, such a 
spiritual atmosphere flows through the scenes of their 
first meeting and falling in love with each other. 


Zhang Ming, the hero in “Half Flame, Half Brine,” 
sleeps during the day, but is very active after nightfall. 
He is a “foreign gun bearer” [kang yang giang 2095 3152 
2847]}—a pimp who swindies rich foreigners through the 
prostitution of his own girl friend. Consequently, his 
abnormal psychology has taken shape. In the original 
novel, a passage is devoted to Zhang Ming’s self-analysis 
in which he says: “I don’t like bright mornings; I always 
feel lonely whenever I see thousands of people going to 
work and to school in high spirits. I am always free 
during the daytime. Nobody is waiting for me, for all my 
friends are sleeping...” Such a shady and “rat-like” 
mentality falls precisely in line with his life as a profes- 
sional criminal. 


The hero Ding Jian in “Puff and Blow” is a womanizer 
and braves untold danger to speculate in cars and color 
TV sets for colossal profits. Obviously, he falls into the 
category of “‘criminals-to-be” [hou bu zui fan 0186 5943 
4997 3690.] 


Perhaps an exception are the three young men, Yu Guan, 
Yang Zhong [2700 6850,] and Ma Qing [7456 7230], in 
“Young Cynics” who have initiated the “Triple T Com- 
pany.” They share a purpose in life of helping all the 
people in the world. They help their clients become 
“famous,” make good a date, stomach a censure, or even 
show filial piety on their behalf. All these episodes are 
characterized by joining in the fun on occasion or 
participating in a game to help a tyrant to do evil. In 
actual fact the transcendence in playing jokes on life has 
resulted in a helpless state resulted from the malign cycle 
from injuring others to doing the same to one’s own 
dignity. Shi Ba, Zhang Ming, Ding Jian, and Yu Guan 
differ in their moral levels, but from the angle of spiritual 
model selection, they share the same gray and decadent 
role in society. 


The social role of Shi Ba and his ilk generally fails into 
the category of “individual gentlemen” (or profiteers). 
They surface from the current of urban reform and the 
commodity economy and belong to the hoodlum tier in 
this category (having some historical similarity with 
“hippies” in the West.) Such a role also reflects the 
so-called “‘individual-household culture,” which typi- 
cally places money above all else and repels beliefs, 
ethics, and culture. Some of them (such as Shi Ba and 
Zhang Ming,) are children of revolutionary cadres who 
were disgraced during the “Cultural Revolution.” They 
have survived the “disasters” but turned unconventional 
and loose. They do not believe in God; only themselves. 
They are culturally impoverished and spiritually vulgar 
and do not give a fig for the sacred beliefs of their fathers. 
The only thing on their minds is to make big money, 
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which they squander away by indulging in sensual plea- 
sures. They have never given a thought to developing 
social reproduction and have very little in common with 
the so-called “first generation of economists.” Barred 
from the right to participate because of their low social 
position, they often try hard to conceal the extreme sense 
of loss and decadence in their hearts with cynical 
remarks and dissipated behavior. In portraying the plea- 
sure-seeking, vices, and crimes of this group of modern 
urban hoodlums, the movies’creators now and then 
sprinkle a sense of guilt or remorse on the heroes for their 
vices so that they quietly might be garbed in frankness 
and loftiness after Rousseau. As a result, the expansion 
of “‘vices” was endowed with a rational impulse in life; 
while repenting and the purification of the soul were 
easily replaced by self-redemption. This was like using 
the ideological magic cube to harmonize all kinds of 
contradictions in reality. 


In his own defense, Karamozov, under the pen of Dos- 
toyevsky, made the following statement: “‘God is dead 
and everything is permissible.” Wang Shuo movies 
seemed to have silently followed this aphorism by Kar- 
amozov in giving the green light to indulging in vice. Shi 
Ba and his ilk are each going his own way in the muddy 
current of a “crisis of faith” which surfaced in the wake 
of the termination of the “‘disasters”’ which resulted from 
the “Cultural Revolution.” They embody a sort of coun- 
tervalue (destroying any values) “cynicism” which is 
stamped with extreme individualism. When Ding Jian is 
on his way to the “black market,” he is seen to be very 
good at all the vices, cheating, hoodwinking, swindling, 
and telling lies. That infinitely resourceful iron lady, Li 
Bailing [2621 4101 3781], says to him: “‘What we have 
given up without regret is precisely what people prize, 
and what we prize is precisely what people look down 
upon.” This willy-nilly confession hits the nail on the 
head in telling the truth abuut the philosophy of the 
“young cynics.” 


In the wake of the historical disasters, people welcomed 
in an unprecedentedly ;roiound movement of emanci- 
pating the mind. Tt .y started to rebuilc a new moral 
system and ideol- ,ical standards on the ruins of the 
mainstream ider ogy and moral pattern characterized by 
disciplining «iners, which had been pushed to the 
extreme by ‘he political autocracy. However, to the 
generation born shortly before or after the “Cultural 
Revolution’, especially the poorly educated or illiterate 
modern urban young people, the rebuilding of such a 
new moral system has been particularly difficult. The 
question as to what kind of life should one select can be 
very severe to every individual in our times. The heroes 
in Wang Shuo movies are certainly not the kind of 
people who have consciously plunged themselves into 
reform and opening up—the mainstream of the times— 
and they are filled with lofty feelings of blazing new trails 
in history. Their heroes are invariably some abnormal 
“‘young cynics” who cannot extricate themselves from 
the muddy current of the crisis of faith while they 
indulge therrselves in trivial personal desires. Because of 
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the - worthlessuess, they fight for some value and are 
even passed off as a “new generation”’ in history for, in a 
direction that leads them to an abnormal philosophy and 
personality which are stamped with cynicism or degen- 
eration. Quietly, all this has been converted into some- 
thing acceptable (or fascinating) through narrative 
restructuring techniques and artistic audio and visual 
effects—the unique advantages of the eighth art. Obvi- 
ously, as an artistic expression in tracking and grasping 
reality, it is not without certain significance in under- 
standing reality and sounding the alarm to the world to 
portray the various localities on the screen in the gray life 
of Shi Ba and his ilk, with countervalue being the kernel 
of their spiritual pattern. But the crux of the problem lies 
in the fact that both the writer and the young directors 
have improperly showered unrestrainable admiration 
and indulgence on this category of gray artistic images 
(for example, Shi Ba’s state of being a “genuine man” 
and his self-destruction to accomplish ethical self- 
perfection in the final scene). Is it not true that the 
modern “‘young cynics,” and “half-devils, half-angels,” 
have led a happier, richer, and more colorful life than 
honest urban workers? Such gray things, when adorned 
with some artistic and exquisite decorations, can be an 
irresistible temptation to a poorly-educated or illiterate 
young audience for whom the ability for historical spec- 
ulation is quite beyond them. Does not this phenomenon 
provide us with much food for thought?! 


We might as well make some comparisons. Several years 
ago, “literature by educated young people”’ emerged in 
the wake of a whole generation of young people with a 
rather sound educational background pouring into the 
rural areas from cities. They experienced the great his- 
torical pain marked by the waste of time and disillusion- 
ment of faith, but their sense of sorrow and anxiety, or 
the “feeling of being wounded,” was lofty and sincere 
and filled with the passion of the times and power of 
self-respect for one’s own dignity in retrospect. Whereas 
in Wang Shuo’s artistic world, it seems that history is 
marching in the opposite direction: A whole generation 
has returned to the city from where (the rural areas) they 
had been sent earlier. This “homecoming” obviously 
embodies a kind of historical progress and presents a 
perspective of the surging urban reform current. How- 
ever, the progress of history was more often than not 
realized in the overlapping of the old and new and of the 
positive and negative. Because of the workings of the 
commodity economy—a monster in the course of 
reform—it has conjured up ail kinds of “evil” desires in 
people’s hearts, and tiis “homecoming” to the city has 
now evened the score with history in a cold and severe 
way. It seems that with the corrosiveness of money, all 
loftiness and sincerity have now gone with the wind. To 
their anxiety, people have found that the * young cynics” 
in Wang Shuo movies have built themselves a “kingdom 
of hoodlums” on the ruins of belief in their money- 
worshiping dreams. Obviously, the passion for historical 
review is replaced by cynical remarks, ridicule, and even 
injury to one’s own human dignity. Thus, from one 
destruction to another, there is no cultural construction 
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or building of spiritual civilization in any sei. worth 
mentioning. In Wang Shuo’s structurc of “countervalue” 
gray images there is even a nihilist mood characterized 
by blaspheming the sacred, sabotaging order, and tearing 
apart all moral standards. Moreover, such a mood can be 
felt through the expression «f those images with some 
hint of professed self-conceit. 


We have a high opinion of the “literature by educated 
young people” because in it we found fiery hope for the 
times and the search for human dignity, beliefs, and 
values; whereas the perplexity, embarrassment, and 
“feeling of loss” which shroud Wang Shuo movies are 
none other than a “end-of-the-century” despair for the 
times in addition to the ridicule, doubts, and even 
negation of human dignity, beliefs, and values. Here the 
gray life of Shi Ba is coated with rich popular sentirnent 
(regarding the scene where Shi Ba commits suicide by 
jumping from a tall building, it was given a slight touch 
without any realistic inevitability and strong sense of 
tragedy). I believe we should call people’s attention to 
the destructive elements contained in this category of 
gray artistic images. 


“Guardian Goddess of Love”: A Panacea for 
Redemption of the Soul 


Viewed from another angle, artistic creation is a kind of 
aesthetic elevation of ideological dialogue. 


With an intent to develop in the direction of popular 
cultural form, the dialogue in Wang Shuo movies is 
obviously easy to grasp. When the four movies, including 
“Reincarnation,” are grouped together for continuous 
viewing and contemplation, the signs of a new pattern 
make themselves keenly felt. 


In “Reincarnation,” Yu Jing’s love for Shi Ba is typical 
of classical romance and utter devotion to the point of 
infatuation. In the wake of Shi Ba’s disablement because 
of underworld persecution, her loyalty for him remains 
rock-firm and she sets her mind on marrying him. She 
even sacrifices her own career and becomes a singing and 
dancing girl to support the man she loves. In “Half 
Flame, Half Brine,” the love of the college girl, Wu Di 
[0702 6611), for Zhang Ming falls into the category of 
modern boldness, openness, and willfulness. When she 
finds out that Zhang has deserted her, she takes revenge 
by prostituting herself and cutting her own veins, and 
dies in bitterness. In the portraya!s of Yu Jing, whose 
love is tender and crystal clear, or Wu Di, whose love is 
passionate and fiery, they are both placed in the position 
of the “guardian goddess of love.” This is the panacea for 
the redemption of the heroes’ souls and succeeds in 
acquitting all vices and crimes committed by Shi Ba and 
Zhang Ming. Thus, an ideological myth is deftly created. 


To sedulously strive for a realistic feeling and weight of 
Yu Jing’s love for Shi Ba, the movie has made three 
major alterations to the original novel: First, the cause of 
Shi Ba’s disablement is altered from a car accident to the 
brutality of blackmailing underworld thugs who apply an 
electric drill to his knee. Second, the dirty doings of Su 
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Di [5685 6611] and his ilk as pimps are additional to the 
original plot. Shi Ba turns to Su Di for help, but refuses 
to become a pimp himself. And third, a tragic ending is 
added to the whole story with Shi Ba’s getting drunk 
changed to his committing suicide in despair. Such 
alterations involve a basic change in the hero’s life 
experiences and intrinsic character. Now, with Shi Ba 
suffering misfortune, Yu Jing’s loyalty to him becomes 
rock solid. In viewing the general artistic layout of the 
movie “Reincarnation,” the story begins with Shi Ba’a 
first meeting with Yu Jing at the mass transit railway. 
There and then, love strings are tenderly touched. This 
scene serves as a metaphor implying the redemption of 
the hero’s soul, a theme that runs through the whole 
show. Prior to their meeting, Shi Ba pursued “profiteer- 
ing” for a living and indulged himself in pleasures. He 
was tired of such a lifestyle at times but continued to lead 
an easy life. After his first encounter with Yu Jing, he 
starts dating, falls in love with, and eventually becomes 
her roommate. Shi Ba suddenly sees the truth and turns 
over a new leaf. After the brutality of the thugs, he 
becomes disabled. He seeks no revenge, but settles down 
and becomes law-abiding. He even avoids Yu Jing to 
concentrate his mind on his ethical self-perfection. In the 
counterhero description, the audience is led deeper and 
deeper into the loftiness and sacredness of this modern 
““young cynic.” In the final scene, Shi Ba jumps from the 
tall building and is allowed the accomplishment of 
“reincarnation” of his soul and rebirth. Immediately 
following this a caption appears on the screen: “Six 
months later, a baby boy comes into the world in this 
dark room, weighing some 9 Ib. He is named Shi Ba, 
Junior.” Yu Jing, the sole person in the world who loves 
him with all her heart, has not only endowed him with 
the spiritual motive force to turn over a new leaf, but also 
borne him a baby to crystallize their love. Thus, we see a 
myth of love: “Evil” is purified by love, and as a reward, 
a rebirth of the soul comes hand in hand with a tragic 
death. 


Zhang Ming’s soul is ugly in ““Half Flame, Half Brine.” 
He is a pimp, trading with foreigners for hard currency 
using women’s bodies and without an iota of ethics or 
dignity. His girl friend Ya Hong [0068 4767] is his own 
sex tool as well as his means of illegitimate income. He 
can sometimes tire of such dirty dealings. Then, when 
splitting the income—a heap of foreign exchange notes— 
he utters indifferently: ““There’s no fun at all in this 
business!” 


It is quite by accident that Zhang Ming should be “lucky 
in love” in this sequence. This time, it is a college girl 
called Hu Die—who happens to take after Wu Di in the 
latter’s “reincarnation” and also majored in a foreign 
language. Zhang Ming falls in love again but now appears 
as a repentant, modest gentleman. When Hu Die is 
bullied and humiliated by two hoodlums in the guise of 
“writers,” Zhang Ming scares them out of a sense of 
righteousness. Thus, his soul is purified by the brine. The 
two parts form an integral theme of the movie: The 
“flame” of vices—the purification of “brine.” The 
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turning point is none other than Wu Di’s scarlet blood. 
To demonstrate the inevitable logic in unfolding realistic 
relationships, the purification of one’s soul involves a 
process of conversion. If ethical self-perfection is pos- 
sible by “swimming in the East China Sea,” will that not 
be a modern version of One Thousand and One Nights?! 


What gives us much food for thought is Wang Shuo’s 
resorting to the “goddess of love” as an ideological 
panacea. The solemn project of remolding the human 
soul is replaced by an easy game. Here, the severe reality 
and the inevitability of its development are vague or lost. 


The Loss of Subjectivity: Where Is the Artistic 
Structural Power? 


It is known that subjectivity in artistic creation embodies 
the freedom of reason as well as cultural selection, and 
also shows the awareness of merging aesthetic creation 
with the essence of practice in the changing times (what 
Engels referred to as “the historical essences in one’s 
awareness’). 


We are living in a time of multiple cultural selection, so 
to speak, which is historical progress. The “void of a 
mainstream” is only a transitional phenomenon. In a 
changing time full of vitality and vigor, the rise and fall 
of the cultural mainstream that goes along with the 
major historical current realistically exists. Moreover, 
the competition or coexistence in artistic pluralism will 
never be repelled. However, writers and artists should 
not lower the cultural standards of their own work under 
the pretext of the “void of a mainstream,” especially 
when they are in a difficult and embarrassing time when 
culture has gone down the “valley.” They should give 
greater play to the role of subjectivity and artistic struc- 
tural power in their creative practice. I believe that what 
is absent in Wang Shuo movies is precisely such artistic 
structural power. In portraying artistic images, they are 
keen to display things negatively characterized by vul- 
garity and impulsiveness. 


The young directors of Wang Shuo movies seem to have 
become bogged down in a swamp, but, not without 
self-conceit and satisfaction, they have reproduced in 
naked detail the negative human relations and criminal 
activities that come hand in hand with the commodity 
economy—which is a monster—and all such social phe- 
nomena as shameless greed, lust, cheating, hoodwinking, 
swindling, telling lies, and degeneration. What is more, 
they cannot refrain from admiring and exhibiting 
modern Chinese “young cynics” by adding humor to 
their speech and having them behave like hoodlums. 
Thus, all serious ideological analysis and examination 
are rejected and lost. Where is the room for artistic 
beauty and the power of artistic structure?! 


True, the realistic depiction of poorly educated or illit- 
erate modern “‘cynics”’ does not mean that the writer and 
directors will become one of their kind. But the crux of 
the problem lies in whether the writer and directors will 
stand at the historical plane to elevate the depiction of 
such images of “young cynics” and “hoodlums” to an 
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aesthetic realm. For e. ample, the image of Ding Jian, the 
“profiteer” in “Puff and Blow,” is of a typical hoodlum 
with very low taste. He engages in speculation first in 
cars, then color TV sets. In the black-market trade, he is 
beaten by a gang of smugglers. Being hopelessly outnum- 
bered in the fight, he seeks help from the police and turns 
himself into a hero for uncovering a gang of smugglers. 
In the concluding scene, in which he is making love with 
Li Bailing, he is gripped by a sudden fear and passes out 
into a “daydream”: His skin has changed into something 
like a rubber sheath (the conversion into a “nonhuman?’- 
*). Next, he ricrs 2 motorcycle and falls from the roof of 
a tall building. The movie ends with a close-up of Ding 
Jian with a bitter smile as a “finalized type” —can this be 
the self-reflection of Ding Jian on his own experiences 
from a human being to a nonhuman? But where does he 
get that power of self-reflection? It can all be so vague 
and muddy. This label, which is alien to realistic rela- 
tions and is forced on the artistic image by the director, 
is simply rigid and out of context. It does not produce 
any effect and has nothing to do with genuine artistic 
structure. 


In the absurd ceremonies of awarding literary prizes in 
the movie “Young Cynics”, every one of those appearing 
in the movie is made fun of under the pretext of offering 
help to others. In their so-called purport of “helping 
others to get rid of their worr: ~s, resolve their problems, 
and to take whatever punisnment on behalf of those 
concerned,” they have actually put on a “‘triple-T farce” 
in one act after another. When Yu Guan and his ilk are 
“flattering and toadying” the philistine writer Bao Kang 
and his like to angle for undeserved fame, they are 
making fun of the masses while negating their own 
dignity. What is the Achilles’ heel of “Young Cynics” in 
artistic creation? I believe it is the overall artistic struc- 
ture, which is built on the sand of countering culture 
with illiteracy (or a low education background), (when 
the targets under attack are only various negative cul- 
tural forms.) Thus, in *he superficial layer of the cursory 
glimpse of the contemporary world, “young cynics” in 
the triple-T pattern are garbed as socialist heroes on the 
stage, while all truly valuable things—including knowl- 
edge and the intelligentsia—have become without dis- 
crimination the objects of their ridicule. What is left to 
their praises can only be the modern hoodlums of this 
category of modern “young cynics” characterized by 
countering knowledge and culture and injuring human 
dignity. In short, what is hidden behind such triple-T 
farces is none other than the philosophy of the “young 
cynics,’ with worthlessness posing as something valu- 
able along with their gray way of subsistence. It will not 
be difficult to find that the creators of the triple-T style 
cannot help appreciating the “young cynics” (despite a 
certain distance between them in reason, the portrayal of 
specific relations between the characters, actions, and 
scenes present a state by which “the attempt is doomed 
to failure by leading to an antinomy in which equally 
good reason can be given for both the affirmative and the 
negative position’’). Here, transcendence of the artist as 
the subjective aspect regarding the contradiction and 
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characters in his portrayal is out of the question, as is the 
power of artistic structure (remodeling reality) revealed 
through bringing out the comic contradiction. What they 
have achieved perhaps degrades the identity and aes- 
thetic value judgment of the audience to a par with 
modern “‘young cynics” as represented by Yu Guan. 


With profundity, Mr Lu Xun pointed out: “Literature 
and art are the light ignited by the national spirit; at the 
same time, they are the light that brightens the future of 
the national spirit” (from “On Seeing With Wide Open 
Eyes’). Wang Shuo is known for his “playing with” 
novels and Wang Shuo movies are precisely proud of 
their rejecting such a sacred historical mission of litera- 
ture and art. In Wang Shuo’s artistic world, hoodlums 
running amok, “young cynics” being the heroes of the 
times, a spiritual wilderness, and the unbridled expan- 
sion of “evil” have been shaped into a strange and 
shocking circle, shrouded with a mood of “end- 
of-the-century” decadence. Should such gray works be 
produced to fill the so-called “gap in urban culture,” will 
our screens not be too impoverished and weak?! 


‘Bias and Compensation’ Examined 
HK1501073290 Beijing GUANGMING RIBAO 
in Chinese 9 Nov 89 p 3 


[Article by Chen Xiaoming (7115 2556 2494): “Bias and 
Compensation: "The Metropolitan Duet of Wang Shuo 
Movies*]} 


[Text] Nobody will doubt that there have been great 
changes in contemporary China’s concept of value. With 
the rise of highrise buildings in cities, the bright super- 
stars of idealism and heroism have fallen irretrievably 
and swiftly, and the order of standards which people 
have habitually safeguarded and respected is disinte- 
grating. Who am I? Who are we? Where do we come 
from? Where do we go? No one has ever pondered these 
modernist propositions in the cafes in cities. Dancing 
along to heavy rock beats, people are happy to immerse 
themselves in the temporary experience of man’s life. In 
Wang Shuo movies, I have listened attentively to these 
discordant sounds. In the movies there is twisted agony, 
hopeless humor, and light sentimentalism. I summarized 
Wang Shuo movies into a duet entirely out of my 
understanding of Wang Shuo. In any case, we can sigh 
with emotion about past events being barely passable, 
but it is difficult for us to severely criticize Wang Shuo 
for not having prompted us a genuine reality and future. 
As the product of the era when culture has lost its 
standards [wen hua shi fan 2429 0553 1136 5400] and 
the sign of cultural crisis, Wang Shuo movies are the 
firsthand evidence of the disintegration of values in the 
time which we are living in. 


Biased Values: Marginal Men in Cities 


Wang Shuo movies reveal the developing city life of our 
times. According to their observation, the life is gal- 
loping ahead with an uncontrollable and powerful force. 
Hence, while pushing his characters to the central zone 
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of a commercialized society, Wang Shuo vested them 
with a skeptical disposition. With personal impulses, 
feelings, and needs that basically belong to themselves, 
these characters become part of the society. The stan- 
dards for their actions, the formation of their self, and 
the suppression and sublimation of their rebellious 
impulses form their purely personal experiences. This 
being the case, fond of blaspheming the gods and ridi- 
culing existing standards, they shuttle between the cracks 
of order. The brilliant conversations which represent the 
characteristics of Wang Shuo language are the results of 
the use of political terms and classical mottos with 
transferred meaning. Tearing down the sacred veil of 
belief and moral standards, Wang Shuo downgrades 
them as raw and semifinished materials for making 
impromptu comic gestures and remarks, promoting the 
blasphemous satisfaction of the mentality in which no 
one will take refuge at the present time. It is precisely by 
relying on his artistic sensitivity that Wang Shuo pushes 
the urban youths who have lost all beliefs and standards 
to the brink of biased values. With fragmented memories 
about past events and in the face of a reality in which 
they have to accept everything and the specific ways of 
doing things, they come out boldly to strive for their own 
existence. Although society views them as detectable 
“ruffians” or insignificant “young cynics” and they are 
not necessarily “socialist new people”’ as described by 
Wang Shuo, they undoubtedly have a real and unavoid- 
able existence, an existence that is changing our reality. 


Wang Shuo’s protagonists do not have a specific position 
in society. They envy and hate society because they are 
unable to enter it and escape it. Hence, they are destined 
to be “marginai men.” Zhang Ming in the movie “Half 
Flame, Half Brine”; Shi Ba in “Reincarnation”; Ding 
Jian in “Puff and Blow”; and Yu Guan, Yang Zhong, 
and Ma Qing in “Young Cynics” are disarmed of their 
beliefs without exception. They completely disregard the 
standards of order and ridicule those ordinary persons 
who follow rule and orders docilely and stick to their 
beliefs strictly. They either carry out activities such as 
extortion, play risky games of reselling at a profit, or 
unexpectedly help others dispel worries and overcome 
difficulties. In short, they emerge along with the tidal 
current of commodities and develop in their own course. 
Without a doubt, their behavior sharply contradicts the 
values currently in place. As a group of marginal men, of 
course, they cannot _epresent a new-type of culture. 
What Wang Shuo brought to light is nothing but some 
very personalized experiences. However, the biased 
values of the contemporary culture and its profound 
crisis precisely start with such experiences. 


On the one hand, Wang Shuo ridicules the vast belief in 
life, and on the other, reduces life to the simplest status 
in which life reveals itself in the most primitive form. 
Like a plank drifting inattentively, Ding Jian in “Puff 
and Blow,” driven by the simplest desire for survival, 
struggles against life which develops uncontrollably amid 
a series of avcidental actions. In this regard, Wang Shuo 
is all the more happy to see the extent of freedom an 
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individual can enjoy. Like the niece of lamo (2139 2202) 
who lost in shame and the vagrants and rascals who 
wandered and begged everywhere in the 19th century, 
these new-type adventurists and careerists who have 
emerged as the country is pursuing the policy of reform 
and opening up to the outside world are cynical and 
duped by others, and also fool others. The real society in 
which Ding Jian is living in destroys all existing moral 
standards and the belief in existence with the brutality of 
primitive accumulation of capital and the viciously 
expanded desire for materials. In the eyes of Ding Jian, 
existence is merely a real “way of life”’ in which one must 
live to his heart’s content rather than a question of 
concept. With the deletion of the “sense of not being a 
human being” in the “Rubber Man” and in the movie 
“Puff and Blow,” and with the state of anxiety resulting 
from his surrendering his belief in existence, the ways of 
survival of the “‘marginal men” in a quasi- 
commercialized society are more thoroughly expressed. 


A Self-Ridiculing Style: Identifying With 
Incompleteness 


Wang Shuo’s protagonists are not a band of terrible 
“ruffians” as some people have accused. As a group of 
“‘marginal men,” most of the protagonists are defensive 
individuals who are really out of tune with and even 
antagonistic to the existing standards and order to some 
extent, but they reject the external world mainly because 
they want to safeguard the character and morals of “real 
men.” Therefore, in violating the set moral standards, 
instead of taking violent and confrontational actions, 
they resist the dominating force of the external world by 
ridiculing the notion of identifying with the “incom- 
pleteness” of life. Life is originally fragmented and 
incomplete. There is no sacred and eternal belief that 
needs to be protected, and there is also no need to strive 
for the ultimate value of existence through bloody 
struggle. Now, the resistance against the value of the 
sacred belief and ultimate value using ironic means is 
nothing but a means to attain simple and independent 
existence. As such, Wang Shuo’s protagonists always 
seem relaxed and free from worries. With his pure 
feelings of life and the new experience which is devel- 
oping in life, a single individual can remake himself 
through self-negation. Hence, Wang Shuo’s personality 
always serves as the guarantee for negating external 
standards—ridiculing reality through ridiculing the 
self—thus eliminating society's unified moral standards. 


As far as Wang Shuo’s characters are concerned, since 
the self no longer has a real substance and occupies no 
lasting established position in the order of society, self- 
ridiculing is the basic rule for Wang Shuo to reject the 
external world’s unified force. The self and the indi- 
vidual have no longer become a powerful supporting 
point for the external order. With the disintegration of 
the self, the individual can only take all living things 
currently in existence into account. When it comes to 
life, disruption, aimlessness, lack of belief, contingency, 
and worthlessness are the true feature of life. In the eyes 
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of Wang Shuo, those unrealistic expectations are 
replaced by a series of transient behaviors. 


Therefore, it is not strange at all that only those “sham 
pioneers [xian feng pai 0341 6912 3175]” who are half as 
slow as the pace of the times will chew the bitter and 
astringent “awareness of tragedy.”” With the removal of 
the sacred heavy burden, life has now become more 
relaxed and freer. In his ““Young Cynics,” firmly 
grasping the absurdity of the superficials of life (its 
random and accidental possibilities), Wang Shuo turns 
the sharp conflicts in life and the unbalanced urban 
mentality into a comedy style that identifies itself with 
the present real circumstances. In undermining things 
symbolizing order and violating the moral standards, 
instead of confronting face to face, Wang Shuo views life 
as Originally fragmented and incomplete. The identifica- 
tion of this “incompleteness” precisely means a thor- 
ough negation of the existing unified order. As onc 
aspect, the “Triple T Company” is an overall reflection 
of the fact that life is ridiculous as well as vivid and 
interesting. The company’s purpose shows in itself a new 
attitude toward existence. It reveals that life is hypocrit- 
ical and untrue in nature. Here, sufferings, worries, and 
difficulties become “replaceable;” there is nothing 
unbearable in \ife; and changing life has actually become 
such an easy job. Of course, while ridiculing all hypocrit- 
ical aspects of life, the movie also ridicules the “self.” 
The self or the individual does not support itself by 
relying on any belief or ideal. Engulfed in a series of 
absurd and meaningless events in life, the self drifts 
unrestrained. They have no lofty aspirations and beliefs. 
Nor do they blame god and man. They are content with 
their lots in life. They are also discontent and resentful, 
but more often than not, they “accept it as unavoidable” 
by “ridiculing themselves.” They think that there is 
nothing worth seriously dealing with or striving for 
through bloody and protracted fights. This self-ridiculing 
way of doing things is the most lively comedic element in 
Wang Shuo’s works. This maintains the false harmony 
after the breakdown of life and, moreover, it is the only 
transitional way to maintain the harmony of modern life. 


The method by which Wang Shuo’s protagonists identify 
themselves with the “incompleteness” of life is very 
close to the feeling-substituting method in the transi- 
tional period established by the postwar American 
“experimental novels.”” The postwar ‘experimental 
novels” accepted “incompleteness” as the main aspect of 
life and sought a different method of adaptability—a 
way that can easily change the protagonists’ feelings and 
actions. For example, John (Bath) [ba si 1572 1835] 
ridiculed Sartre’s view that man can create himself and is 
the sum total of his own choices and Bassalm’s [ba sai er 
mu 1572 1049 1422 1191] argument that “only frag- 
ments can be trusted.” This reflects the confrontational 
situation of resisting suffering with splittism and alien- 
ation. The characters in many of the novels who can 
change their roles at will are biased “perfect men” or 
shock-proof men rather than rebellious heroes modeled 
not after the traditional protagonists. 
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Romantic Complex: A Way To Fill in Mental Vacancy 


Of course, Wang Shuo identifies himself with the exist- 
ence of “incompleteness” in life by relying on his intu- 
ition under the circumstances in which value is biased. 
His protagonists mostly enter the “visual field” of a 
world of another kind because they are completely 
unaware of the world “outlook” and do not “intention- 
ally” use one world “outlook” to resist another world 
“outlook.” Because he rejects reflections, the tran- 
scending significance of existence is lost. Wang Shuo has 
thus disarmed his protagonists of their concept of life 
without using any means of exaggeration. Although the 
concept of “incompleteness” has not become a clear 
awareness of narration and a mode of narration on the 
part of Wang Shua as a fact in life that it is used to resist 
all established moral standards, Wang Shuo expresses a 
“awareness of tilting,” which is defensive in nature but 
may possibly change the orientation of life, taking pains 
in departing from the traditional standards and order 
currently in place. This has effectively resisted the intru- 
sion of the external order’s force and moreover, through 
negating of all sacred taboos and eternal standards and 
ridiculing the self and various lots in life, it has helped 
ease the strained structure of life and reorganize the 
broken life. With the “disappearance” of the sacredness 
of life together with suffering, existence once again 
maintains a temporary balance. Although this is a means 
of substitution, it is also the ony way that modern life can 
have. To Wang Shuo, all this is not cumbersome ide- 
ology, but it is only his most primitive way of knowing 
this turbulent and changing era. With this attitude 
toward life, Wang Shuo has reduced life to its primitive 
formation. In the primitive reality, people act on acci- 
dental impulses and all anticipated theories and ideas are 
nonexistent. However, in depicting the original form of 
life by intuition, Wang Shuo has failed to attain a high 
enough standard. Those heroes in his novels, as off- 
springs of the fallen nobility, though desperately resisting 
the historical force that exists in the external world, 
cannot wipe out the traces on them left by history. After 
the “father’s” death, the son’s historical relations with 
his family and with the community were cut off—this is 
just a scenario devised by Wang Shuo to oppose the 
patriarchal system. But Wang Shuo cannot bear all the 
consequences of such resistance. Here he is bound to face 
a paradox: If both the whole framework of external order 
and values and his own self are negated, then where is the 
final home for “ego”? Because the reminiscence of 
family history obviously contradicts the resistance 
against the patriarchal system, the reminiscence of “my” 
history can only be transformed into the pure history of 
“my” personal sentiment. So, recalling the history of 
persor.al sentiment and recreating sentiment serve as 
compensation filling the gap in the self history. Here, the 
lack of an original motive is in keeping with the lack of 
purpose. The two aspects form a void that Wang Shuo 
(and his heroes) finally cannot stand. Therefore, Wang 
Shuo has always tried to seek psychological compensa- 
tion. Almost all the marginal characters in his novels are 
trapped by the romantic complex and cannot extricate 
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themselves. Wang Shuo tries to offset the biased values 
of those marginal characters in his novels and the loss of 
balance arising from a. cut-off history. such being the 
case, Wang Shuo’s works can hardly cast off the para- 
doxical variation combining the bias mentality and the 
romantic complex. It is in the critical state, characterized 
by this inharmonious variation, that Wang Shuo uses his 
imagination—his free and easy feeling just complements 
his shallowness. This is a style commensurate to Wang 
Shuo’s intellectual level. 


It is quite obvious that the idea of “Half Flame Half 
Brine”’ stems from the old saying “half angel, half devil.” 
Zhang Ming on the one hand despises all moral stan- 
dards and ideals, but on the other hand retains a kind of 
respectably sincere pure love for Wu Di. In the first half 
of the story, Zhang Ming is an unconventional and 
unrestrained young man. But in the latter half of the 
story, he becomes an obedient person who strictly abides 
by laws. And, quite surprisingly, the faith that supports 
him in living this way is the old-time romantic complex. 
In fact, his change in the second half of the story is not an 
abrupt one. Zhang Ming, in the first half of the story, has 
been a man of dual personality. He has hidden his love 
for Wu Di in the bottom of his heart. Then, in the second 
half, his rebel spirit is inhibited while the romantic 
complex is brought into full play, offering a psycholog- 
ical compensation. In “Surfacing From the Sea,” the 
romance between Shi Ba and Yu Jing looks more like a 
modern love story. Undoubtedly this is an extremely 
breathtaking romance in a metropolis. In the movie 
“Reincarnation,” which was adapted by Huang Jianxin 
from Wang Shuo’s novel, the hidden contradictions 
within Wang Shuo can be seen more clearly, and his 
paradoxical complementary pattern of narration gives 
rise to two separated stories. Yu Jing is molded into an 
innocent young girl, a modern female with utter devo- 
tion who is wholly imbued with pure beauty and poetic 
fragrance. So Yu Jing is presented as a character who 
helps preserve the treasured memory of our times and 
the long-desired love. In contrast, Shi Ba, as a “marginal 
man,” is a predestinated tragic character. Iie finally 
meets his doom—a modern form of being that tran- 
scends despair. It is very obvious that the tragic atmo- 
sphere of “Reincarnation” is completely different from 
Wang Shuo’s comedic style. Wang Shuo’s black humor is 
transformed into Huang Jianxin’s struggle for survival 
against despair. Of course, we have no reason to blame 
Huang Jianxin for the artistic attainment he has dis- 
played in interpreting “Reincarnation” by a conven- 
tional film-making formula, though he has spoiled Wang 
Shuo’s artistic style because Wang Shuo’s works are in 
themselves mixture of many factors. His works are very 
close to Qiong Yao’s—if he slightly leans to the left, he 
will touch the threshold of postmodernism; and, if he 
leans slightly further to the right, he will fall into the 
quagmire of modernism. 


I am not saying that “romantic complex” is a hopeless 
classic topic. On the contrary, “romance” has always 
been a beautiful melody for the soul of modern industrial 


NATIONAL AFFAIRS 17 


civilization, which has constantly resounded in people’s 
minds in this 20th century that is full of chaos and 
turbulence. The “restoring” romantic tradition has 
always been an advers. current of sentiment against the 
modern industrial civilization. This adverse current 
serves as helpless psychologica! compensation rather 
than a reaction directly repudiating modern industrial 
civilization and resisting the urban culture. In the wake 
of every conquest of rural areas by cities, the latter’s deep 
love for the rural civilization always revives. Such a 
pattern of development has almost become the motiva- 
tion for the development of the history of modern and 
contemporary arts and the people’s most fundamental 
sentimental desire. This adverse current has gone so far 
that the most radical behavior in modern arts could be 
interpreted as the artists’ response to the challenge of 
modern civilization after having inherited a “restoring” 
romanticism; and the romantic complex in pursuit of 
original nature is nothing but an aspect of the radical 
behavior against the industrial civilization. Of course, 
the “romantic complex” embodied in Wang Shuo’s 
novels is by no means something stemming from his 
understanding of history and mankind. If this romantic 
complex is not devised to meet the readers’ need, then it 
is most likely an imitation of the “undiluted love” in 
Qiong Yao’s novels. Anyway, Wang Shuo’s choice has 
shown us a fact: When history is cut apart, after the old 
value and order are disintegrated, people are still cher- 
ishing a kind of sentiment. Does this indicate the lack of 
thoroughgoing revolutionary spirit on the part of Wang 
Shuo, or does this mean that it is not possible to pursue 
a thoroughgoing revolutionary spirit given the reality of 
our times? 


By and large, as original evidence of the times of biased 
value, the Wang Shuo movies are nothing but a direct 
reflection of the original form of urban life in terms of 
visionary art. Undoubtedly they lack the aesthetic refine- 
ment that people usually expect. If we can only admit 
that our times are facing a profound ideological crisis, 
then at the same time we must also admit that the old 
artistic stana. -ds are changing as well, and therefore we 
are pushed to o ‘bt the possibility of confining artistic 
creation with th customary conceptual illusions and 
with the old aesth tic criteria, since the purpose of this 
kind of art is just to reflect the disintegrating process of 
those conceptual illusions and criteria. When all expec- 
tations turn out to be unreal, what can be more unreal 
than those concepts that critics have forced on art? 


Of course, we can reject Wang Shuo, but can we reject 
history? 


Military 


Article Stresses Party’s Leadership of PLA 


HK2501115890 Beijing JIEFANGJUN BAO 
in Chinese 19 Dec 89 p 3 


[Article by Bai Xuan (2672 6513): “Unswervingly 
Uphold the Party’s Absolute Leadership of the Army”] 
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[Text] Our army is the people's army founded and led by 
the CPC. 't is the armed group that carrics out the party's 
political rnissions. Our army’s fundamental principle is 
to uphold the pariy’s leadership. This is the prerequisite 
for ensuring that our army will be politically qualified 
forever. Over the past 10 years, our army has gradually 
grown up both in number and in strength, and has won 
one victory after another. This is the result scored under 
the party’s correct guidance. The fact that our army has 
been able to withstand political and life-and-death tests 
is also the result of the army’s upholding the party’s 
leadership. Under the current situation, it is very impor- 
tant to stress the party’s absolute leadership of the army. 
Although the counterrevolutionary rebellion, which 
broke out in Beijing, has been quelled, yet our country 
will still meet with a lot of difficulties on the road ahead 
and the people’s army will also undergo new tests. Only 
by unswervingly upholding the party’s leadership and by 
maintaining high accord with the Central Committee 
ideologically, politically and in action, can the army, an 
instrument of the party and the pillar of the state, 
maintain the true qualities of the people's army, and can 
it play its special role in safeguarding socialism and 
maintaining the security of the country. 


In order to uphold the party’s absolute leadership, it is 
necessary for the army to take and follow every com- 
mand given by the CPC Central Committee and the 
Central Military Commission. During the long period of 
revolutionary struggle, our army has established a rela- 
tively complete system by which the party commands the 
gun, that is: the CPC Central Committee and the Central 
Military Commission have the supreme right to lead and 
command the army; the system under which heads share 
and are responsible for their work is practised after the 
army were placed under the leadership of the party 
committee; and the political committee members system 
and political organ system are instituted; the party 
branch is placed above the company; and the organiza- 
tion principles of democratic centralism is upheld, etc. 
What we need to emphasize is that we will not allow any 
other party to establish their organizations or carry out 
their activities in the army. No bodies or organizations 
are allowed in the army that are not stipulated by various 
orders and regulations. No member of the army is 
allowed to join other democratic party or a religious 
Organization. This ensures that the gun is forever in the 
hands of those who are loyal to the party, and guarantees 
that our army is highly centralized and unified. 


For some time, prominent figures from those propa- 
gating bourgeois liberalization deliberately advocated 
that the army should be “free from the domination of 
any party” and “free from politics.” They propagated the 
so-called “separation of the party and the army,” and 
“non-interference of the army in politics” in an attempt 
to rid our army of the party’s leadership. During the 
turmoil, they publicly chanted the slogan “abolish the 
Central Military Commission,” and instigated the army 
to remain “neutral.” Some people who have ulterior 
motives even incited the army to rebel. Owing to the 
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influence of the idea of bourgeois liberalization, a 
minority of people blindly imitated Western bourgeois 
military theones. Taey attempted to weaken the party's 
absolute leadership of .he army by stressing that the state 
should lead the army instead. We must resolutely oppose 
these statements and check these tendencies. Both the 
State and the army are led by the communist party which 
is the ruling party. Fundamentally, upholding the party’s 
absolute leadership of the army is in perfect accord with 
the article of the Constitution that “the PRC Central 
Military Commission leads the armed forces of the entire 
country.” Those advocating bourgeois liberalization 
State that the party and the army must separate. This is 
an integral part of their plot ard activities to bring in the 
multi-party system, and to overthrow the leadership of 
the communist party. Our army is founded and led by 
the party. And ever since the PRC was founded, it has 
always been its army. Both the revolutionary history of 
China and our army’s history prove that upholding the 
principle that the party commands the gun is the demand 
in the interests of the state and people. It is also the 
fundamental guarantee for our army to score all victo- 
ries. We must not waver in this principle and musi stick 
to it at all times. 


Upholding the party’s absolute leadership of the army 
ensures that the army will be politically qualified for- 
ever. Party organizations at all levels and the broad 
masses of cadres and soldiers should mainly put into 
practice the following: First, they should conscientiously 
study and implement the line, policies and principles of 
the party, and consciously maintain high accord with the 
CPC Central Committee. The reason our army was able 
to take a firm and clear-cut stand, and withstand the test 
of a complicated struggle during the previous turmoil is 
that they have always been serious in their study of the 
line, policies and principles of the party, therefore they 
could resolutely carry out the instructions of the CPC 
Central Committee, State Council and Central Military 
Commission at critical moments. It is necessary for us to 
conscientiously study the line, policies and principles of 
the party, always listen to the instructions of the party, 
and put them into practice so that we can be perma- 
nently qualified politically and that we will know our 
direction at critical moments. 


Second, it is necessary to uphold the four cardinal 
principles, and resolutely oppose the influence of the 
ideas of bourgeois liberalization upon the army. The four 
cardinal principles are the foundation of our country and 
army. If we leave this foundation behind, reform and 
development of our country and army will certainly fail. 
Therefore, every one of our revolutionary soldiers 
should take a clear-cut stand in upholding the four 
cardinal principles, and 1 2olutely support the party’s 
leadership at all times. They should firmly trust in 
Marxism and Mao Zedong Thought, and should have 
full confidence in the socialist and communist cause. In 
view of this, they must vigorously study Marxism- 
Leninism and Mao Zedong Thought. They must also 
conscientiously study the state-rents and speeches by 
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Comrade Deng Xiaoping on upholding the four cardinal 
principles and opposing bourgeois liberalization, and 
they sheuld do so with a realistic attitude. They must 
energetically sweep up the influence of bourgeois liber- 
alization, and improve their ability to distinguish nght 
from wrong and strengthen their resistance. Third, we 
should earnestly develop our party by bringing into play 
the leading role of party committees and the role of party 
branches as military fortresses. The party's absolute 
leadership of the army is exercised by party organiza- 
tions at all levels in the army. The line, policies and 
principles of the party are implemented by party com- 
mittees and party grass-roots organizations at all levels. 
We should conscientiously develop party committees 
and party branches at all levels in line with the demands 
suggested by the General Political Department of the 
army, namely, “study, solidarity, honesty and truth- 
seeking.” We should seriously put into practice these 
demands and uphold them for a long time to come so 
that the demand that the army should be politically 
qualified forever can be met in party organizations and 
party grass-roots organizations at all levels. 


Fourth, we should emphasize the selection and recruit- 
ment of cadres out of political examination so as to 
ensure that the gun is in the hands of honest and 
trustworthy people. There exists a problem in every level 
of the army that who should be given the leadership. The 
fact that whoever has the leadership directly determines 
the future and fate of the country and army. In selecting 
and recruiting a cadre, we must consider, in the first 
place, his political character. We should not only con- 
sider his capability and educational level, but particu- 
larly his political belief and performance. Most of our 
cadres are young or in their middle age, and they will 
take up senior positions in the future. Therefore, it is 
very important to examine, select, recruit and train them 
out of the political concern. Party organizations at all 
levels should increase their knowledge and improve their 
ability. Moreover, we should place strict political 
demands on them. The broad masses of young and 
middle-aged cadres should also place strict demands on 
themselves so that they can really be qualified politically 
and eventually be leaders of the army. 


Fifth, we should energetically launch the campaign of 
learning from Lei Feng and imitating the “guards of tne 
republic.”” Everyone should strive to become revolu- 
tionary soldiers that possess the “four qualities.” Com- 
rade Lei Feng has a great many noble qualities, and first 
of all, he has demonstrated what a politically qualified 
person is like. His staunch loyalty to the party, his lofty 
idea of wholeheartedly serving the people, his devotion 
to laborious study, his cherishing the fine tradition of 
striving hard, and his strong revolutionary aspiration 
that stimulated him to love and specialize in whatever 
occupation he engages in are all worth our following. The 
“guards of the republic,” who came into existence in the 
process of quelling the counterrevolutionary rebellion, 
are certainly the outstanding representatives of the broad 
masses of officers and soldiers of our army. In them we 
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can see the poliiical awareness of maintaining high 
accord with the CPC Central Committee, and the firm 
stand of being ioyal to the motherland and people. They 
have not dreaded death, but have overcome all difficul- 
ties and carried forward the ever-forward-going revolu- 
tionary spirit. They have resolutely obeyed commands 
and possess the strict discipline of following every 
instruction. They strive hard without seel:ing fame and 
profits, and possess the noble quality of offering up 
themselves for the national defense. We shouid seriously 
learn from them, use the spirit of Lei Feng and the spirit 
of “the guards of the republic” to resist the aggression of 
bourgeois liberalization and other decadent ideas, and 
make better contributions to advancement of the 
country and army. 


Article on Military Training for Border Defense 
HK3001095490 Beijing JIEFANGJUN BAO 
in Chinese 12 Jan 90 p 3 


[Article by Liu Wenzhong (0491 2429 1813): “Training 
Reform as Seen From Characteristics of Border 
Defense”’] 


[Text] Border defense is the country’s protective shield. 
In a relatively peaceful period without major war, most 
disputes between two countries occur over such sensitive 
points as territorial land and seas. In recent years, almost 
all local wars in the world, especially the military con- 
flicts between Third World countries, were related to 
border interests. Much phenomena show that the 
increasingly fierce struggle for existence and develop- 
ment will push the issue of border defense to a salient 
position. 


In history, China had successful experiences in dealing 
with the issue of border defense and there were also some 
failures from which a lesson should be drawn. Before the 
liberation, the rulers were weak and corrupt and the 
country failed to establish an effective border defense. 
After the founding of New China, we adopted a series of 
correct principles and policies for consolidation and 
developed our border defense. However, due to various 
reasons in different periods, the building of a border 
defense was affected by ‘he condition of relations 
between our country and tne neighboring countries. In 
my view, since border defense always represents the state 
interests and the national interests, its importance is 
perpetual and will never change according to man’s will 
at any time. 


To raise the combat effectiveness of the frontier troops is 
a major factor for building a solid “Great Wall,” and this 
must be achieved through military training which is 
suited to the characteristics and needs of the struggles in 
frontier defense. 


We must notice that because the frontier troops have to 
fulfill arduous frontier defense duties, they have less 
time than the field army units for military training. 
However, as a local war and border eventualities may 
break out at any time, the frontier guards are required to 
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have a pe-*<-: mastery of combat skills. That is to say, we 
must not neglect or relax the military training for fron- 
tier guards, neither can we adopt the training methods 
for ordinary military units. A set of training schemes 
suited to the needs of the frontier guards and the 
characteristics of border defense should be worked out 


through reform. 


In practice, we have learned that the routine training of 
the frontier guards can be combined with their patrol 
duty. The routine training includes the professional 
training for officers and the technical and operational 
training for soldiers, such as border observation, border 
search, hiding in ambush, eavesdropping, enforcing 
border blockades, border reconnaissance, using maps, 
the skill of fistfighting in capturing enemy soldiers, the 
skill of tying up and escorting captives, taking photos for 
the collection of evidence, and using radios for commu- 
nications. It will not take much special time for such 
training subjects. If the training is combined with rou- 
tine patrol duties, better results will be achieved and the 
tasks for border defense will be better fulfilled. 


As the border struggle is extremely complicated, special, 
and arduous, we need a large number of outstanding 
snipers, grenade throwers, mine clearance experts, and 
servicemen who are well familiar with the local topog- 

rar‘iy, the local social and civil conditions, and the 
+ defense policies. To train such talented people, 
we should pay full attention to the corresponding 
training subjects and the increase of the proportion of 
such training subjects. 


The frontier guards are scattered in relatively small 
numbers along the borderline, so their military training 
will mainly be organized by companies on their own. 
However, they are mostly stationed in remote areas 
where people are ill-informed. It is hard for them to 
update their knowledge quickly enough, and various 
deficiencies will unavoidably exist in their military 
training. In such circumstances, apart from working out 
feasible training schemes for them and regularly 
inspecting their training, the staff organs at the upper 
level should pay more attention to perfecting the rules 
and regulations for military training. According to our 
experience, organizing competitions of military skills 
among soldiers, organizing military examinations for 
grass-roots officers, giving play to the role of the training 
regiment and sending forefront commanders to receive 
training there once every year are all effective rules and 
regulations for enhancing the military and political 
quality of the frontier guards. 


Symposium Considers Strategy Theories 
HK0102035190 Beijing JIEFANGJUN BAO 
in Chinese 23 Dec 89 p 3 


[Report by Yin Shi (1438 1709): “State's Interests Are 
Starting Point and End-Result of Military Strategy— 
Some Arguments Put Forth at Symposium on Military 
Strategic Theory”] 
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[ext] To suit the needs of the new situation, and deepen 
Ciiina’s Army research on strategical theory, the 
Academy of Military Sciences Strategica! Research 
Department, the Air Force Command Academy 
Research Department, and the Navy Military Academic 
Research Institute jointly held a symposium on military 
strategic theory recently in Beijing. The participants had 
in-depth discussions about a number of basic theoretical 
problems concerning the modern military strategy 
including relations between military strategy and the 
State’s interests, relations among politics, economics, 
and technology, new requirements of strategical guid- 
ance in relatively peaceful times, the structure and 
contents of strategical theoretical system, the meth- 
odlogy of strategical research, and so on. 


The representatives to the meeting discussed problems 
regarding strategical theory from different angles, 
enlightened and learned from each other by an exchange 
of views, and raised many valuable academic view- 
points. They unanimously agreed that the state's inter- 
ests are above everything else; in China, the state's, 
national, and class’ interests coincide; the state's inter- 
ests are the starting point and end-result of military 
strategy. The objective of military strategy must coordi- 
nate and be in keeping with the state’s interests and 
demands. The participants believed that under new 
historical conditions, we must study the strategy to win 
as well as deter a war, we must study the problems 
concerning partial wars and military conflicts as well as 
problems of overall anti-aggressive wars. Under the 
conditions of modern times, it is more necessary to 
attach importance to the initiative, flexibility, and plan- 
ning of military strategy. Most representatives thought 
that the theoretical system of military strategy can be 
divided into two branches: strategy for armed services 
and strategy for war zones. 

Participants believed that dialectical materialism and 
historical materialism are basic methods of studying 
strategy, and it is necessary to analyze problems against 
their historical backgrounds and in a logical way. The 
application of the modern methods of research such as 
the “three theories of the new and the old [xin lao san lun 
2450 5071 0005 6158]” remain controversial. We should 
regard the modern methods of research as supplement to 
and development of traditional ones and not set the 
former against the latter. 


Economic & Agricultural 


Liu Guoguang Views New Decade's Economic Reform 
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[Article by Liu Guoguang, vice president of the Chinese 
Academy of Social Sciences: “Retrenchment: A Boon To 
Keform”] 


[Text] The June 1989 turbulence in Beijing has caused 
much confusion among the world’s China watchers. 
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Many are asking one question: Does China’s rectifica- 
tion of its economic order mean relinquishing the policy 
of reform and opening to the outside world? 
Economic rectification is, in fact, nothing new. Set forth 
at the 3rd Plenary Session of the 13th Party Central 
Committee in 1988, the policy is designed to correct the 
disorder occurring in economic restructuring manifested 
by inflation, over-heated demand and panic buying; it 
was intended to support, not contravene, the effort of 
deepening the reform and further opening to the outside 
world. 


After a year’s intensive effort, expected results have been 
achieved. The over-heated industry has started to cool 
down, the rate of price increase has gradually been 
reduced, the recovering of money has improved and 
agricultural production has taken a turn for the better. 


Many fundamental problems, however, remain unsolved 
due to the lack of time and effective measures. The key 
problem, most economists agree, lies in the fact that 
general demand surpasses supply. This discrepancy has 
eased somewhat, but because the problem has been 
building up over many years, it cannot be rooted out 
overnight. The general imbalance has cause a real 
financal crunch—80 billion yuan in domestic debt, $40 
billion in foreign debt and several hundred billion yuan 
of resident’ surplus purchasing power in the forms of 
savings deposits, cash, and bonds. 


A second problem is the lopsided structure of the 
national economy marked by stagnant agriculture and 
runaway industry. While processing industry, rural 
enterprises, and urban small businesses forged ahead, the 
development of large energy and infrastructure enter- 
prises slowed down considerably. 


The situation picked up last year, but the problems are far 
from being thoroughly solved. New problems have 
occurred. These include a shortage of enterprise funds, the 
inability to keep up payments between enterprises, slow 
circulation of funds, and weak market demand. Factories 
producing household electrical appliances and other 
durable consumer goods were the first to be affected, 
which had an adverse impact on the state revenue. 


All these problems need to be solved without delay. If 
not, the policy of reform and opening to the outside 
world will be derailed. The solution in 1990 will be to 
carry out the principle set forth at the Sth Plenary 
Session of the 1 3th CPC Central Committee: redoubling 
the effort to improve the economic environment and 
deepen the reform. The goal of rectificaiton, therefore, is 
to create favourable conditions for implementing the 
policy of reform and opening to the outside world. 


In 1990, the work to rectify the economic environment, 
straighten out the economic order and deepen the reform 
will be a three-sided task. 


First, persisting in the policy of curtailing society's 
general demand, so as to cut investment in capital 
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construction, consumption funds and financial budget 
down to size, increase revenues and reduce expenditures. 
Development funds will be provided to selected large 
and medium-sized industrial enterpnses and commer- 
cial and foreign trade departments on condition that 
credit will be limited. The austerity policy may bring 
difficulties to some enterprises but, it is by far the only 
altet native available. and is the price to be paid for past 
mistakes. For China, the belt-tightening is no empty talk; 
failing to do so will mean retracing the old ways of 1986 
and 1987, when inflation worsened. 


Second, continuing to restructure the economy In regard 
to investment patterns, the state will give support to 
enterprises whose products have a ready market, partic- 
ularly those in energy, transportation , and communica- 
tions. The state will resolutely cut back on inefficient and 
redundant enterprises. At the same time, industrial and 
commercial enterprises will be pushed to improve their 
management, raise the quality of products, and develop 
new varieties by taking advantage of a newly emerged 
buyers’ market. 


Third, persevering in the policy of deepening the reform. 
During the reform of the last few years, localities and 
enterprises have been granted independence in manage- 
ment and allowed to pay less taxes and share of profits to 
the state. On the one hand, this has helped boost the 
revenue, but on the other hand, it has resulted in an 
uncalled-for dispersal of financial and material resources 
and market confusion. Therefore, a certain degree of 
centralization of the economy will be stressed; adminis- 
trative means will be used to restrict enterprises, such as 
a limit to credit and control of off-budget investment 
through bank grants. Even these measures, however, are 
far from enough. China should also establish such eco- 
nomic regulations as are necessary to achieve sustained 
stable and coordinated growth in the economy while 
avoiding sharp economic fluctuations. 


Such erratic economic fluctuations have taught China its 
most bitter lesson in its 40-year history. They were 
caused by, first, an imoatience for quick results reflected 
in the former policies and, second, the old economic 
system of “eating frum the same big pot,” under which 
enterprises suffering losses could always count on state 
subsidies no matter what the cause. Snowballing con- 
sumption and shortage of investment capital were thus 
unavoidable. Major efforts will be made to tackle both 
problems during the three-year period of economic rec- 
tification. The eagerness for quick results will be over- 
come and the economy will be restructured so that China 
can achieve sustained, stable, and co-ordinated eco- 


nomic development. 


In addition to the foregoing, the deepening of reform 
requires two steps. The first is to establish a macro- 
control mechanism and the second is to establish a 
self-restricting mechanism on a microeconomic basis. 
Specifically, we must do a good job in enterprise and 
market reform. While continuing to improve the con- 
tract system, appropriate ways and means will be 
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explored to separate government and ownership[ form 
management nghts, so that enterprises can stand on their 
own and assume ultimate responsibility for profits and 
losses. The market price reform, halted in times of 
inflation, will be put back on the agenda because the 
cconomic rectification has provided the ideal opportu- 

‘ty by bringing down inflation. A good example of this 
was the price reform in passenger transport last year. if 
distorted prices are not corrected, economic structural 
adjustment will be affected, and China’s economy will be 
hindered. At the same time, the tax and bank credit 
systems will also be revamped, and the current system 
whereby enterprises, once granted bank loans, are held 
solely responsible for their own surpluses and losses will 
be converted into the system of tax distribution. All this 
will enable China to establish a macroeconomic control 
mechanism and achieve consolidated, long-term results 
in economic rectification. 


Articles Discuss Economic Development 


Part One 
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{Article by Zhao Tao (6392 3447), Hu Angang (5170 
7254 6921), and Yao Zengqi (1202 1073 6386): “A Talk 
on Sustained, Stable, and Coordinated Development” — 
part one] 


[Text] Editor's note: The most important experience and 
lesson we have learned from the 40-year economic 
construction since the founding of our nation is that we 
must maintain a sustained, stable, and coordinated 
development of our national economy. The “Report on 
the Preliminary Research on Sustained, Stable, and 
Coordinated Development of Our Country's National 
Economy” prepared by the System Analysis Group for 
Operation of the National Economy comprising Dr Zhao 
Tao of the CPC Central Committee Policy Research 
Office, and Dr Hu Aneang and Dr Yao Zengqi of the 
Chinese Academy of Science has carried out an analysis 
on this topic. 

Here, their article is divided into two parts, and a 
portion of the contents of the research report is pub- 
lished for your reference. [end editor's note] 


Our Country's Economy Enters A New Period of 
Development 


Since 1980, China’s economy has entered « new period 
of development, and this period will last until the 2020's. 
Under the condition that there is no overall social unrest 
and rnajor economic fluctuation, it is possible for us to 
quaaruple the national economy in 2000. 


In a period of 40 years since the founding of our nation, 
China's economy has increased its own scale of develop- 
ment tremendously, and the speed of economic develop- 
ment has been rapid, while the strength has been great. At 
present, it has entered a period of development. The most 
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important indexes of the scale of development of our 
‘,antry’s national economy are total social output va"ue 
an) national income. Calculat: i on the basis f constant 
price tn 1952, in 1988 they are respectively 21.01 times 
and 10.98 times of the figures in 1952, scoring an average 
growth of 8.8 percent and 6.9 percent respectively per year. 
The most important index of economic strength is the total 
value of fixed assets owned by state-run enterprises in the 
whole country. In 1952 it was 24.06 billion yuan, in 1987 
it surpassed 1,000 billion yuan and it was 1,020 billion 
yuan. The most important index of the level of economic 
development is per capita gross national product. Calcu- 
lated on the basis of the constant prices of renminbi and 
U.S. dollars in 1980, in 1952 our country’s per capita gross 
national product was only $50, but in 1988 it was $497 (it 
was $338 calculated on the basis of the official foreign 


exchange rate in that year). 


Judged from the total volume of economic growth, our 
country ranks ninth in the world, and is a big country with 
economic strength. Judged from the speed of economic 
growth, our country has had a comparatively high speed. 
But judged from the standard of per capita gross national 
product, our country is backward in the world arena. 


Starting from 1980 and ending in 2020, China's 
economy begins a march from low income (per capita 
gross national product of $300) \oward medium income 
(per capita gross national product of $1,700 to $1,800), 
the process of industrialization begins to speed up, and 
the total volume of economic growth and individual 
economic indexes increase at a sustained high speed (6 
percent to 7 percent, and 4 percent to 5 percent respec- 
tively), while obvious changes take place in economic 
structure, and the society undergoes overall and pro- 
found reforms, whereas the new pattern of opening up 
further crystallizes and develops. Under the condition of 
no overall social and economic disturbances, it is esti- 
mated that our gross natioual product may hit $622.1 
billion in 2000, surpassing Italy, Canada, France, and 
Britain, coming to the fifth position in the world. But 
because our total population will break through the 
originaliy planned target of “within 1.2 billion” by 2000, 
it is likely that the original goal of per capita gross 
national product will be affected. 


In the next several decades, the restricting factors such as 
a net population growth of 15 million people per year in 
our couniry, the decrease in resources of farmland year 
after year, and the very weak foundation of agriculture, 
will become the biggest obstacles to our country’s eco- 
nomic development. The critical point rests on whether 
the increase in agricultural output—in particular the 
increase in grain output—can match or come close to the 
demand resulting from ceaseless population growth. 
Generally speaking, the situation in which the demand 
for grains far exceeds the supply of grains will be the 
basic pattern of our country’s grain market in the next 
30-40 years. If we do not strictly control issuance of 
currency, price increase for grains, agricultural sideline 
products, energy, and raw materials will be inevitable, 
and this will influence an increase in the general price 
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level in eur country. The 1990-1991 period is the peak 
period of repayment of debts, and there will appear a 
situation in which the amount of national income spent 
is less than the amount of national incorre produced. 


These problems will bring about more difficulties for 
reform and development, as well as more factors for 
economic instability and social unrest. Regarding these 
problems, the government should consciously ease, reg- 
ulate and handie the above mentioned cr :flicts. 


When talking about development, we must z-tively 
promote social change while paying attention to main- 
taining social stability, and we must promote economic 
growth and market development while always consid- 
ering the interests of the great masses of the people, so as 
to ensure a common affluence for the whole people, a 
prospenty for various nationalities, and a long-term 
stability for the country. 


To conclude, the next several decades will become the 
critical phase in which China achieves economic devel- 
opment and national invigoration. It will also be an era 
in which old conflicts crash with new ones, old system 
changes into new system, and nsks coexist with oppor- 
tunities. 


The Three Major Problems of China's Economy in the 
Past 40 Years 


In the past 40 years, due to dislocations in the propor- 
tions, and to imbalances between major relationships, 
China's economy experienced several serious fluctua- 
tions. Summing up historical experiences and lessons, we 
realize that we must always keep a sustained, stable, and 
coordinated development of the national economy. 


Over the past 40 years, the development of our country’s 
national economy has won marked achievements, but 
there also existed three major problems. 


First, the guiding thought for economic development 
opts for quick results, emphasizes total output value, 
stresses high speed, and pursues short-term economic 
prosperity, to the extent that the returns of the national 
economy decreased. In 1952, the final use rate of social 
products was 53.3 percent, and per 100 yuan of total 
social output value could form 52.5 yuan of national 
income. In 1987, the final use rate of social products 
decreased to 32.4 percent, and per 100 yuan of total 
social output value could only form 32.4 yuan of 
national income. 

Second, there have been obvious fluctuations in the 
development of national economy. In the past 40 years, 
there have been several serious fluctuations. First, over- 
heated economy, then came economic adjustme..t. This 
kind of big rise and drop in the growth of the national 
economy has affe~‘ed the development of the national 
economy, and often intensified various conflicts in the 
economic domain. 

Third, the major relations between proportions in the 
national economy have been seriously unbalanced. For 
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example, industnal growth has been too rapid while 
agricultural growth too slow. From 1952 to 1988, total 
industrial output value increased by 53.3 times, an 
average growth of 11.7 percent per year, while total 
agricultural output value only increased by 2.4 times, an 
average growth of 3.8 percent per year. And for exemple, 
the processing industry has been developed too rapidly 
with too big a scale, far surpassing energy industry and 
raw materials industry. 


We learn from all these that a sustained, stable, and 
coordinated developn.ent of national economy should be 
our goal, which however has not been properly achieved. 
Therefore, to maintain a “sustained, stable, and coordi- 
nated” develcpment of the national economy is a central 
issue of normal operation of the national economy, and is 
also a guiding principle for long-term development of the 
national economy; it should not be changed according to 
changes in situation or reforms in system. 


Part Two 
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[Article by Zhao Tao (6392 3447), Hu Angang (5170 
7254 6921), and Yao Zengqi (1202 1073 6386): “A Talk 
on Continued, Steady, and Coordinated Develop- 
ment”’’—second and last part.] 


[Text] The “continued, steady and coordinated” devel- 
opment principle is the most important historical con- 
clusion of economic development in China over the past 
40 yeays. It is also the fundamental guiding principle for 
our future economic development. Continued develop- 
ment means long-term economic development or overall 
substantial social progress, which maintains harmony 
between mankind and nature. Steady development is 
needed in the face o. big economic fluctuations or the 
fact that we are forced to make great economic readjust- 
ments. It is aimed at alleviating economic flv<iuations, 
reducing periodic fluctuations, and avoiding big eco- 
nomic slumps and jumps. Coordinated development 
takes into account the serious imbalance of the propor- 
tionate relationships of the national economy, and the 
irrational economic structure. It is aimed at maintaining 
appropriate growth rates and rational proportionate rela- 
tionships between all productive sectors in the course of 
economic develcpment, promoting the vertical and hor- 
izontal links among all sectors, and stepping up the 
rationalization and modernization of the industrial 
structure. 


How shall we stick to the continued, steady and coordi- 
nated development principle? 


Unrealistic economic leaps without considering the 
national strength or overheated economy will only lead to 
economic recession. The speedy success theory is unreal- 
istic. We can only stick to “long-term development.” 


Before we can conscientiously implement ie continued, 
steady and coordinated development principle, we must 
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cope with the guiding thought that seeks speedy economic 
development. Our country is a large country which has a 
large population and is economically backward. In view 
of the pressure of the international environments, peo- 
ple’s demand for daily growth of materials and culture, 
and the intention of rapidly changing our poor and 
backward outlook, we always expect quick successes and 
speedy profits when working out strategies for economic 
development. This is reflected by: overestimating the 
situation of economic development, setting too high and 
demanding a target for economic development, and over- 
estimating our ability to get rid of difficulties and to cope 
with crises. During the period of “Great Leap Forward, 
we set the target of “catching up with or surpassing 
Britain in 15 years.” When the “Great Leap Forward” 
proved unsuccessful, Mao Zedong came to know that it is 
not enough to practice socialist construction in China for 
50 years, but at least 100 years. From the middle of 
1960’s to the early 1980’s we set the military target of 
thoroughly realizing the four modernization program 
before the end of this century. It was not until the 13th 
National Party Congress that it was clearly held that the 
period from the 1950’s when China’s industrialization 
began to the period where basic socialist industrialization 
is realized will span at least 100 years. 


Nonetheless, whenever we live a little better off, we feel 
confused in our minds. Then we fancy economic “mir- 
acles” and make economic leaps. And whenever we 
make economic leaps, we definitely fall into economic 
recession, leading to great economic losses. This is a 
good lesson, but we have taken it times and again. 


In fact, as far as a large and populous country is con- 
cerned, economic growth is a gradual process. It took the 
United States 200 years to increase its per-capita GNP 
from $250 to $7,000. Japan has experienced a faster 
economic growth, nonetheless, it took it 100 years to 
increase its per-capita GNP from $100 to $3,000. Indus- 
trialization came late in China. In addition, it meets with 
many restraints such as an excessively large population, 
shortage of resources, weak ecological environments, 
and shortage in energy supplies. Therefore, it is impos- 
sible to expect economic miracles in a short time. The 
national conditions of China deterrnine that its industri- 
alization and modernization takes a long time and is 
strenuous. China’s industrialization is a long historical 
process which will come gradually with little changes at 
different periods. Those who stick to the speedy success 
theory are unrealistic. It is only possible to stick to 
“long-term development.” In fact, if we strive to main- 
tain a rational growth rate in our economic development 
during a relatively long period, and press on with long- 
term continued development, we will have the quickest 
growth rate, the best economic returns, and the greatest 
social progress. 


Moreover, in order to implement the continued, steady 
and coordinated development principle, it is necessary 
for us to have a thoroughgoing and deep understanding 
of the laws and specific characteristics governing the 
economic development of China. As early as 1985, our 
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economy had already entered the high-inflation period 
(the increase rate of the main price index exceeded 5 
percent). From the second half of 1987 to the first half of 
1988, three price signals foretold that a sudden serious 
inflation would come in 1988. But, at a time when the 
economy w%s very critical, some people, nonetheless, 
used certain Western theories and suggested that the 
inflationary monetary policy and deficit financial policy 
be practised. Some people held that commodity prices 
do not reflect the economic situation and that when 
commodity prices are high it is a golden opportunity to 
carry out reform in the price policy. They suggested that 
reform in commodity prices be speeded up so as to pave 
the way for lifting controls over the prices of a majority 
of commodities. These methods added to people’s fear 
and anxiety over the rising prices of commodities, trig- 
gered off nationwide money withdrawal and rush for 
goods, and speeded up a big rise in commodity prices. 


Third, in order to implement the continued, steady and 
coordinated development principle, we should con- 
sciously minimize economic fluctuations. In other 
words, during the period of economic expansion, we 
should appropriately contract the economy; and during 
the period of economic contraction, we should deliber- 
ately and appropriately expand the economy, check 
serious economic recession, minimize the degree of 
fluctuation, and practice relatively steady economic 
development. 


In order to promote coordinated economic develop- 
ment, reduce and gradually resolve the long-standing 
serious imbalance in the proportions, the government 
should purposefully promote the coordinated develop- 
ment of the national economy. It is of primary impor- 
tance for us to know what are the main industries for 
medium- and long-term development because before a 
country passes from an agriculture-oriented industrial- 
ized country to an industry-oriented agricultural 
country, Carries out continued economic development 
and increases social macroeconomic economic returns, it 
must first develop traffic, transport and energy. There- 
fore, we need to consider traffic and transport as the 
main industries, clearly include them in our industrial 
policy, and give them strong support and major subsidy 
so that the whole national economy can be developed. As 
a developing country, China can take the ‘advantage of 
a late development” to help its economic take-off, com- 
bine the major industria. structures of developed coun- 
tries in different periods and in different orders so that 
they can be the major industrial structure for medium- 
and long-term economic development, and support it by 
amassing our capital and using different means, and by 
adopting various preferential policies. 


After analyzing a vast amount of data, we have advanced 
the major quantitative indicators of the national 
economy and significant proportionate relationships in 
order to bring about long-term continued, steady and 
coordinatea economic development. They are: 
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The growth rates of major national economic indicators: 
The growth rate of total social output value is 8 to 9 
percent. The growth rate of national income is 6 to 7 
percent. The growth rate of GNP is 6 to 7 percent. The 
annual growth rate of per-capita national income is 5 to 6 
percent. The annual growth rate of the population is 1.2 
percent. 


The growth rates of various productive sectors: The 
annual growth rate of total agricultural output value is 3 
to 4 percent. The annual growth rate of total grain output 
is 2 to 3 percent. The annual growth rate of total 
industrial output value is 10 to 12 percent. The annual 
growth rates of light industry and heavy industry are 10 
to 11 percent and 11 to 13 percent respectively. The 
annual growth rate of the total output of energy is 4 to 5 
percent. The annual growth rate of the output value of 
transport service is 12 to 13 percent. 


The proportionate relationships among major national 
economic indicators: The increase ratio between 
industry and agriculture is agriculture 1 percent, 
industry 2.5 to 3 percent. The increase ratio between 
light industry and heavy industry is light industry | 
percent, heavy industry |.1 percent. The annual increase 
of national income is 1 percent. The growth rate of the 
output of electric energy is more than | percent. The 
growth rate of national fixed assets investment should be 
1.3 to 1.4 percent. The growth rate of people’s consump- 
tion level should be 0.4 to 0.5 percent. The growth rate of 
financial income should be 1.1 percent. 


When all major economic variables have reached the 
aforementioned growth rates, extents and proportionate 
relationships, economic development will become more 
successful, and vice versa. If we can sustain the afoi 2- 
mentioned growth rates and proportions for a long 
period of time to come, we can expect gradual continued, 
steady and coordinatec| development of our national 
economy. 


Article on Reform, Economic Structure 
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[Article by Wu Jinglian (0702 2417 8834), research 
fellow of the Economic, Technological, and Social 
Development Research Center under the State Council: 
“Stepping Up Economic Readjustment Through In- 
Depth Reform”} 


[Text] There is a public view in China and overseas 
holdings that something has gone wrong with the 
improvement and rectification program, plunging China 
into stagflation, and therefore it is necessary to relax 
control over money supply and inject more money so 
that the economic growth rate will bounce back. I do not 
agree with this view and believe that the actual situation 
is not that pessimistic. 


Those who say that China is stranded in stagflation base 
their argument on this: Industrial growth rate has slid 
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month by month since September 1988. And from 
September to November 1989, it stood around zero, 
while the retail price index of commodities was still high 
at around 20 percent, which for the whole year was about 
the same as in 1988 (around 18.5 percent). The sliding 
industrial growth rate and the present zero growth rate 
which they talk about are all facts. Nonetheless, they 
misunderstand the “‘flation” of the word stagflation. The 
retail price index of commodities, from which they judge 
that China’s present inflation rate is still very high, is an 
index arrived at on the basis of comparing the monthly 
averages in 1989 with the corresponding months in 
1988. This index shows that from February to December 
1988 commodity prices already rose considerably, which 
is the reason for “rising prices” in 1989. If we count the 
new price increases in 1989, we see that the inflation rate 
is far lower. It is expected that the price index in 
December 1989 will only be 7 to 8 percent higher than 
that in December 1988. Moreover, when comparing the 
price index of one month with that in the previous 
month jor the year of 1989, we see that the index fell 
month by month, and by September it approached zero. 
If we express the present commodity index in terms of an 
annual rate, it does not exceed 2 io 3 percent at the most. 
Therefore, I believe the “stagflation” view is not tenable. 


What I want to emphasize is that the current reduction of 
industrial speed, sluggish market, suspension or semi- 
suspension of production in some factories, enterprises 
being unable to pay out wages, and the difficulty in 
disposing of newly increased manpower are all natural 
phenomena when we ve healing the serious inflation. It 
can also be regarded as the cost for healing the over- 
heated economy and deteriorating economic structure in 
recent years. Without strict control over aggregate 
amounts, it is impossible to coordinate total demand and 
total supply or change the ecorcmic structure. This 
general rule applies to any economic structure. For 
example, under the policy of continually stimulating 
demand to sustain growth, the U.S. economy was 
stranded in stagflation in the 1970's. When Reagan was 
elected president in 1980, they shifted to another policy 
which controlled the growth of currency so that the 
two-digit inflation rate, which appeared during the 
Carter administration, could quickly be brought under 
control. More over negative growth appearec in 1981 and 
1982. 


Since its economic structure was readjusted, the United 
States has gained definite strength and has not suffered 
any serious decline. Therefore, China is not caught in 
stagilation and nothing has gone wrong in the previous 
phase of the improvement and rectification program. All 
positive and negative economic phenomena only show: 
We have entered another phase for our work of read- 
justing the national economy, during which reform will 
step up readjustment. 


My analysis of the current economy of China in this way 
does not mean we do not have problems before us. It 
means that now that we have paid the cost, we have 
created the prerequisite for the national economy to 
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enter a benign cycle. Moreover, this analysis does not 
mean that everything goes well after we have obtained 
the results in the first phase of readjustment or that the 
structure will become perfect or efficiency will improve 
soon. Strict control over aggregate amounts only offers a 
prerequisite, but not sufficient conditions. I think that in 
order to bring the national economy into a benign cycle, 
the most important thing to do is to carry out reform by 
taking advantage of the present strict control over the 
aggregate amounts. 


People who hold that control in the previous period was 
too strict have put forward the countermeasure of 
quickly relaxing control over money supply and injecting 
large amounts of currency. I am very doubtful what 
outcome this method will bring. As I said previously, we 
did not place too much strict control over money supply 
in 1989. The increase of MO, quantity of cash in circu- 
lation, was around 10 percent at every time-point from 
September to November. By the end of 1989, it will 
stand approximately around this rate. Why has the 
market become so sluggish when currency supply is 
slightly more than output? The problem at a deeper level 
is One concerning the structure. Therefore, in the course 
of circulating its capital, every enterprise stores part of it 
in the form of natural resources, manufactured products 
and semi-manufactured products so as to let it be “‘con- 
stricting” or “precipitating” in the circulation course. 
When the products of one enterprise are unmarketable, 
the capital of another will not circulate. This then incurs 
the “triangular debt,” causing them to owe one another a 
debt. If this structure functions very badly and growth 
speed is brought back by injecting large amounts of 
currency, new inflation will probably be triggered when 
we have injected enovgh capital to make it circulate 
relatively freely. 


In view of this, in order to improve the economic structure 
and speed up econeinic efficiency, we must take radical 
measures. I mentioned in an article, which I wrote for 
CHING CHI TAO PAO in 1989, that there exists three 
problems in the present economic structure: First, the 
separation of administrative power, that is, “delegating 
slice by slice” the central regulatory power over aggregate 
amounts, which causes confusion of macroeconomy and 
separation of the market. Second, the “two track price 
system” gives rise to two problems: First, the shorter the 
supply of a product, the stricter the control over it, and the 
lower its relative price. This breaks the principle of the 
market system that a relative price reflects the degree of a 
relative shortage. As a result, the “short line’ becomes 
shorter and shorter while some processing industries which 
turn out expensive products and earn great profits are 
continually expanding. On the other hand, the two track 
system makes it impossible for enterprises to compete 
fairly with one another. Moreover, “rent-seeking” prac- 
tices, for example, the practice of people wielding their 
power to make profits by price differences and interest 
differences in foreign exchange, are developing exten- 
sively. This speeds up unfair distribution and allows 
corrupt phenomenon to proliferate. Third, we merely 
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emphasize granting autonomy to enterprises but do not 
place them in a competitive environment. Consequently 
stipulated powers can never be delegated by any means. 
Moreover, there is no rigorous control of financial budget 
over the operations of enterprises. 


Therefore, I think it is necessary to concentrate on and 
carry out reform in economic structure, overcoming its 
current serious weaknesses. We should use this mecha- 
nism to readjust the structure. This is the key to our 
success in radically improving, maintaining, stabilizing 
and coordinating the development of the financial and 
economic situation in the next two or three years. 


In order to change the malfunction of our present 
structure, it is necessary for the central authorities to 
take over those powers that have been improperly dele- 
gated in the past. This kind of takeover does not imply 
that we will return to the old practice under which 
purchase and distribution were monopolized by the 
state, but that we will set up a macroeconomic manage- 
ment system that suits socialist commodity economy. 
Those which need centralized management are mainly 
macroaggregate amounts, such as the aggregate amount 
of financial revenue and expenditure, the aggregate 
amount of credit revenue and expenditure, and the 
aggregate amount of foreign exchange revenue and 
expenditure. We may as well allow enterprises to make 
microeconomic policies for themselves and to be eco- 
nomically responsible for their decisions. 


There are two methods to deal with industrial and 
commercial enterprises: First, converting them into 
administrative units which will be solely responsible for 
gains and losses and which will pay out wages and 
bonuses whether they make profits or not. For example, 
in order to allow a commercial enterprise to regulate 
surplus and deficit, payment of wages and bonuses 
should depend on whether or not one follows the instruc- 
tions of his superior, but not on the sales conditions, or 
gains and losses. Otherwise, its own interests will always 
conflict with social demand. The other way is to give an 
enterprise the full right to operate and to be solely 
responsible for gains and losses. Let it make its own 
operations decisions according to market predictions, 
and ‘he res;yonsible for the outcome of its decisions. The 
same inicswal operations logic law is applicable to these 
two methods. However, the first method only applies to 
one or two products such as grain. I think it would be 
better for us to follow the clear direction of the “‘Decision 
on Reform in Economic Structure” of the 3d Plenary 
Session of the 12th CPC Central Committee. In short, we 
need to centralize macroeconomic aggregate amounts, 
and use the market forces and administrative instruc- 
tions to direct the operations of enterprises. Forcible or 
mild administrative instructions can, of course, be given 
according to the situation. 


This shift of direction demands a solution to a crucial 
provlem, that is, forming a competitive domestic market 
which has two duties to fulfill: First, effecting changes of 
price reform. Second, vigorously forming a trade market 
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for the wholesale of bulk commodities. The current total 
demand in these two areas has been brought under 
control to a definite extent, and the sluggish market has 
offered an excellent opportunity. At one time, we pro- 
posed that we would effect price reform by controlling 
currency. People hold that because socialist economy is 
an inadequate economy it is impossible for a sluggish 
market to appear, at least in its primary phase, for even 
a short time. Therefore, they think price reform is not 
workable. Now signs of a sluggish market have appeared, 
why don’t we take this opportunity to make price reform 
and use some complementary measures to speed up 
market growth? 


To quickly set up a competitive market is not only very 
important to the domestic economy for its improvement 
but also absolutely necessary in improving economic 
relations with foreign countries. Improving the invest- 
ment environment is an important condition for 
attracting foreign investment capital. It appears that the 
basic move to improve the investment environment is to 
create a market environment in which fair competition 
is allowed. We must not only put our emphasis on the 
reduction of taxes and granting more profits or special 
favors to foreign firms. 


In a word, I think we have already come to this phase: 
Judging from the purchasing power, the tightening up of 
aggregate amounts has reached its limit. We must not 
continue with the method used in the previous year, 
whereby aggregate amounts were mainly controlled by 
administrative means. In the new phase, we must use a 
new strategy for the improvement and rectification pro- 
gram and speed up economic readjustment by deepening 
reform. 


Article Considers Proper Market Structure 


HK0801100090 Hong Kong LIAOQWANG OVERSEAS 
EDITION in Chinese No 52, 25 Dec 89 pp 15-17 


[Article by Ma Hong (7456 3163): “China’s Economic 
Situation and the Question of Market”’] 


[Text] Editor’s note: Ma Hong, director of the economic, 
technological, and social development research center of 
the State Council, recently analyzed China’s present 
economic situation, particularly its present market situ- 
ation, and proposed constructive ideas concerning the 
weak market and other economic issues according to the 
decision of the Sth Plenary Session of the 13th CPC 
Central Committee on improving the economic environ- 
ment, rectifying the economic order, and deepening 
reform. [end editor’s note] 


China has entered a crucial period in its economic 
improvement and rectification. A major problem facing 
us is correctly understanding the present economic situ- 
ation and taking correct measures to tackle the situation. 
In this period it is all the more important to correctly 
understand the present situation. Generally speaking, 
our previous mistakes were directly connected with our 
wrong appraisal of the situation, and our wrong appraisal 
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of the situation resulted from underestimating our diffi- 
culties. While confirming our achievements, we should 
also fully appraise our difficulties. On the part of party 
leading cadres, they should overcome the habit of under- 
estimating difficulties. 


Despite the turmoil and counterrevolutionary rebellion 
and the economic sanctions imposed on China by some 
capitalist countries, China has made marked achieve- 
ments in improving the economic environment and 
rectifying the economic order over the past year. Eco- 
nomic overheating has dropped, the contradiction 
between supply and demand has relaxed, money 
recovery has turned for the better, the rate of price 
increases has dropped, and people’s fear about price 
increases has decreased. This proves the correctness of 
decision of the Sth Plenary Session of the 13th CPC 
Central Committee on improving and rectifying the 
economy. But we should be aware that the present 
economic situation is still grim. 


On the Current Question of Market 


The market serves as a mirror for the economy. Achieve- 
ments and problems in economic improvement and 
rectification manifest themselves in the market. The 
market is a little weak and gross demand still exceeds 
gross supply. On the whole, China’s economy is an 
inadequate economy. 


Market supply in China was quite low several years ago 
but has changed this year: In their sales, high-grade 
consumer goods have become “cold,” daily necessities 
have become “normal,” and ordinary consumer goods 
have become “stagnant.” From January to October the 
retail sales volume of social products was 672.5 billion 
yuan. On the surface, it was an increase of 11 percent 
over the same period of last year, but was actually a drop 
if the factor of price increase was deducted. If no special 
circumstances arise, the retail sales volume for the whole 
year will register a negative increase. Similar situations 
occurred in 1961, 1962, and 1968. 


The production materials market has also returned to a 
certain degree of relaxation. From January to September 
materials supply and marketing departments purchased 
production materials worth 232.25 billion yuan and 
marketed production materials worth 245.28 billion 
yuan, an increase of respectively 6.6 and 2.1 percent over 
the same period of last year. These purchase and sales 
volumes actually dropped if the factor of price increase 
was deducted. 


The following factors have made the market weak: 
1. Excessive demand has been initially controlled. 


A series of retrenchment measures have yielded marked 
results in controlling demand. As a result of state control 
over money injections, banks’ credit balance stood at 
1,141.2 billion yuan at the end of October, an increase of 
86 billion yuan over early October and a decrease of 13.1 
billion yuan as compared with the same period of last 
year. Deducting the factor of price hike, this credit 
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balance is actually a negative increase. Net money 
recovery was !.59 billio» 21, a good record rarely seen 
in many years. In ic sa... period of last year, 46.5 
billion yuan was injected into circulation. Certain 
achievements were made in reducing the scile of invest- 
ments in fixed assets. According to an «stimate, 4.2 
billion yuan of every increase of 10 billion yuan in the 
investment in fixed assets was converted into a con- 
sumption fund. From January to October, enterprises 
under ownership by the whole people fulfilled an invest- 
ment of 131 billion yuan, a decrease of 10.3 percent as 
compared with the same period of last year. Deducting 
the price factor, it was actually a decrease of 20 percent. 
The purchasing power of social group: has been initially 
controlled. Led by the State Council, initial results have 
been achieved in building clean administration and 
combating corruption, and the habit of indulging in 
extravagant eating and drinking has weakened. From 
January to September social groups purchased 52.1 
billion yuan of consumer goods, an increase of 6.2 
percent over the same period of last year. Deducting the 
price factor, it was actually a decrease. 

2. The supply of some commodities has increased. 


In the course of reducing demand, we have also 
increased effective supply. In the first 10 months of this 
year, the industrial growth rate was 7.7 percent. 
Although this percentage was low, the supply of fast 
selling products for the market increased. Agricultural 
production had not reached the highest record of 1984, 
but grain production topped 400 million tons. 


The development of durable consumer goods has been 
astonishingly fast over the last years of reform. The 
output of color television sets was 4,000 in 1978 and rose 
to 10.27 million in 1988; the output of refrigerators was 
31,000 in 1979 and rose to 7.39 million in 1988. In 
addition, the commodities imported last year have been 
gradually put on the market. 


As a result of a decrease in demand, particularly a drastic 
drop in consumers’ intention to buy, market supply 
seemed to be excessively abundant and commodities 
overstocked by industrial and commercial enterprises 
also markedly increased. 

3. The income of some community members has 


dropped. 


According to a sample survey conducted by the statis- 
tical bureau, the per capita monthly income of people in 
cities and towns was 102 yuan from January to Sep- 
tember, an increase of 17 percent over the same period of 
last year. Deducting the price rise factor of 20.9 percent, 
their actual income dropped by 3.3 percent. 

4. Deposits and savings have increased by a wide margin. 


Following a decrease in income and a turn for the better in 
the general mood of society, the people’s consumption 
tendency has weakened and their tendency to deposit their 
money has become stronger. In particular, the people have 
shown much interest in preserved-value deposits. In the 
first 10 months of this year, a net increase of 110.4 billion 
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yuan in deposits was registered, the highest record in 40 
years. Eighty percent of them were preserved-value 
deposits. 

5. There is a change in people’s intention for consump- 
tion. 


This year price increases have tended downward, con- 
sumers’ “sense of price increases” has weakened, inflation 
has become less serious, and people’s intention to buy has 
gradually returned to normal. Consumers have drawn a 
lesson from panic buying and come to understand the 
importance of selective buying. Commodity prices kept 
rising last year but have gradually dropped this year. 
Consumers generally rush for panic buying when prices are 
rising, and refrain from buying when prices are dropping. 
In the latter case they want to wait and see. 

6. The mode of consumption. 


The main tendency in the distribution of income is 
egalitarianism. According to statistics, urban families 
with per capita monthly incomes of below 50 yuan 
account for 8.3 percent; those between 50 and 100 yuan 
account for 55.8 percent; those between 100 and 150 
yuan account for 28.5 percent; and those above 150 yuan 
account for 8.4 percent. Families with per capita 
monthly incomes between 50 and 150 yuan are very 
sensitive to market changes. Thus the following con- 
sumption mode has appeared: Either no one can afford 
high-grade consumer goods or everyone in the same 
income category can afford such consumer goods. Sev- 
eral years ago color television sets and refrigerators were 
in short supply because a large number of people fell into 
the same income category simultaneously. 


On the consumption of high-grade products, China has 
spent 10 years in completing a process that has taken 
developed countries a half century. Now color television 
sets and refrigerators have been popularized among 50 
percent of the urban people throughout the country. In 
Beijing, Tianjin, Shanghai, and Guangzhou, the popular- 
ization rate is as high as 80 percent. China’s per capita 
national income only amounts to $300 if calculated on 
the current exchange rate, but the popularization rate of 
high-grade consumer goods has reached the level of 
developed countries whose per capita income is $1,000, 
and the possession rate of high-grade consumer goods in 
cities has reached the level of developed countries whose 
per capita income is $3,000. This is the problem that 
stands at present: The panic buying of high-grade com- 
modities by better-off families is over, and those who 
wish to buy cannot afford to, therefore high-grade com- 
modities have remained unsold due to inadequate pur- 
chasing power. 


Although China’s market has a strong capacity and its 
population is large (1.1 billion people), its per capita 
purchasing power is low. If the retail sales volume of 700 
billion yuan is divided by the 1.1 billion people, 
everyone can only have several hundred yuan. In addi- 
tion, consumers have a strong desire to compete with 
each other in spending. So when they want to buy, they 
rush for panic buying; when they do not want to buy, 
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they stop buying altogether. If the 1.1 billion people rush 
for panic buying, this could cause a violent wave. If each 
person spends 10 cents less a day, commodities worth 40 
billion yuan could remain unsold. 

7. Advance purchase and delaying the arrival of new 
demand. 


Last year panic buying occurred on four occasions. The 
advance purchase of durable consumer goods and daily 
necessities caused an increase of 27.8 percent over the 
1987 retail sales volume. This has impacted on the year’s 
sales. On the one hand, consumers have stored a large 
amount of goods at home because they have bought these 
goods in advance. On the other hand, their desire for 
consumption has returned to normal, therefore their 
fever for purchase has gradually decreased. Thus it is 
difficult to maintain this year’s sales at last year’s level. 
In August this year the retail sales volume of commodi- 
ties dropped by 0.8 percent as compared with the same 
month of last year, but the retail sales volume of com- 
modities in August last year increased by 40.1 percent 
over the same month of the previous year, and this was 
the highest record in the last 40 years. Based on the 
increase percentage of the year before last, the average 
growth rate for August this year and last year was not 
low, to stand at 19.6 percent. 

8. Commodity prices are a little high. 


Control over the prices of some commodities was 
relaxed last year and panic buying that occurred on 
several occasions resulted in succesive price hikes. The 
prices of some commodities were so high that ordinary 
consumers could not afford them. This year the prices of 
color television sets and refrigerators have dropped a 
little and the prices of brand-name wine and cigarettes 
have decreased by 20 percent. But these commodities are 
not selling well because their prices still remain high. 

9. There is a new trend in the purchasing power. 


Following the development of the socialist commodity 
economy, many things that originally did fall into the 
category of commodities have now entered the com- 
modity circulation field. For example, houses have been 
commercialized. According to a sample survey con- 
ducted in Shenzhen in August this year, the citizens’ per 
capita expenditure on private houses was 104.83 yuan, 
28.9 percent of their monthly expenditures. In 1988, 
470,000 fammilies of staff members, workers, and other 
urban citizens throughout the country spent 6.7 billion 
yuan in building private houses, the total floor space 
being 40.35 million square meters. Peasant families even 
spent more in building private houses. In 1988 they used 
49.82 billion yuan to build private houses with per capii1 
floor space of 16.6 square meters, a onefold increase over 
1987. The “fever of building houses” still remains high 
this year. In addition, individual spending has taken on 
a diversified nature: Some individuals have bought 
shares and bonds; some industrialists have made invest- 
ments, thereby turning their consumption funds into 
production funds; some people travel at their own 
expense; some people have shifted from material enjoy- 
ment to cultural enjoyment; and some universities have 
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started to enroll students who pay their own fees. Unlike 
in the past, money no longer trails behind commodities 
and a new trend has appeared in the purchasing power. 
In the first half of this year, the urban and rural people's 
noncommodity spending amounted to 60 billion yuan, 
an increase of 33 percent over last year. 

10. The product mix cannot cope with the change in the 
consumption structure. 


China does not have a large variety of commodities, the 
quality of its products is not high, and the designs and 
colors of its products are simple. Because the income of 
many consumers has increased, these products cannot 
cope with their different needs. Some commodities are 
overstocked and others are in short supply. On the one 
hand, some commodities in shops are “cold shouldered” 
and some are not even “entitled” to be put in shops; they 
are overstocked in factory warehouses. On the other, 
consumers either cannot afford high-priced commodities 
or cannot buy what they need. 


The current weak market has resulted from many fac- 
tors, but the main factor is the effects of improving and 
rectifying the economy. In a sense, a weak market does 
not indicate a bad situation. It exposes contradictions in 
the national economy and provides a good opportunity 
for adjusting the economic structure. 


Economic Improvement and Recfification Have Entered 
the Crucial Period of Adj the Economic Structure 
and Improving Economic lk. =sults 


Because the market is weak, many enterprises have 
found it difficult to sell their products and have therefore 
demanded the relaxation of the double retrenchment 
policy. During this critical period, :t is necessary to 
adhere to the double retrenchment policy, to control 
gross social demand, to adjust the economic siiucture, 
and to improve economic results. This is the only way to 
get out of the economic predicament. 


First, it is necessary to control the total volume of 
investment in fixed assets. This year’s construction 
projects must be “really” reduced and next year’s con- 
struction projects must continue to be reduced. At the 
same time there is a need to improve the investment 
structure so as to bring about stable increases in basic 
industries and control the expansion of the processing 
industry and the consumption fund. A certain degree of 
relaxation has appeared in the market, but it will be 
wrong to think that retrenchment has yielded results or 
to change the “double retrenchment” policy. This could 
ruin the achievements in economic improvement and 
rectification and lead to a new economic predicament. 


Second, we should make up our minds to dissolve 
loss-incurring enterprises. Loss-incurring enterprises 
engaged in the processing industry should be closed 
down, suspended, merged, or shifted to other production 
lines, depending on the merit of each case. Generaily 
speaking, it is recommendable to transfer loss-incurring 
enterprises in the production field to other production 
lines, rather than closing or suspending them; whereas 
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loss-incurring companies in the circulation field should 
be dissolved instead of being merged. In short, to “sup- 
port the good,” there is a need to “limit the bad.” This is 
the price that must be paid in the course of rationalizing 
the economic structure. 


Third, an urgent task at present is to adjust the credit 
structure so as to rationalize the economic structure. 
Apart from allocating adequate fund: for the purchase of 
grain and cotton, a certain amount uf funds should also 
be allocated for enterprises that are seriously affecting 
the weak market, so as to stimulate their production. 
Particular attention should be paid to the “art of stimu- 
lation” in this respect. First, it is necessary to select 
proper points for stimulation. Large and medium-sized 
key enterprises, particularly those engaged in the pro- 
cessing industry, should be selected for the production of 
capital goods, whereas enterprises in the circulation field 
should be selected for the production of consumer goods. 
Departments in the circulation ficld are responsible for 
purchasing commodities according to the market situa- 
tion and should play the role of “reservoirs” in handling 
commodities. Commercial departments should 
strengthen their regional regulatory work and pay atten- 
tion to transporting industi:al products to the rural 
areas. They shouid also do a good job in seasonal 
regulatory work. Nonconventional reserve methods can 
be introduced for some important products and daily 
necessities that may run short in the future. Apart from 
not affecting enterprises’ production, these methods will 
enable us to control the market. Second, we must have a 
certain degree of stimulation force. From the angle of 
philosophy, “degree” refers to the quantitative limit for 
maintaining the quality of a thing. A certain degree of 
stimulation force means that it is neither too large nor 
too small. If it is too small, stimulation will not work; if 
it is too large, stimulaiion will be out of control. This 
year’s money injection has been put under control and 
loans have been provided basically as planned. Loans 
should be put under strict management and attention 
should be paid to preventing new arrears of loan repay- 
ments. 


Moreover, a structural adjustment will lead nowhere 
without a price adjustment. It is necessary to take 
advantage of the current relaxation in the relations 
between supply and demand to introduce a price adjust- 
ment so as to facilitate a structural adjustment. Three 
problems merit attention: The first problem is rate. The 
rate of this year’s price increases has remained below 8 
percent, so consumers’ “fear about price hikes” has been 
reduced. We should make efforts to control next year’s 
price increases so that they will not exceed this year’s 
rate. The second problem is that the prices of some basic 
products (such as raw coal and crude oil) are too low. 
This should be solved first rather than devoting our 
efforts on the settlement of all price problems. The third 
problem is coordination between raising and lowering 
prices. The prices of unmarketable products should be 
lowered so as to offset the impact of some price 
increases. 
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Since the founding of New China, we have introduced 
retrenchment and adjustments on four occasions. After 
summing up our retrenchment and adjustments, we 
discovered this rule: When retrenchment reaches a cer- 
tain degree, the first-stage effects will find expression in 
the market, namely, the relations between supply and 
demand will relax, price increases will slow down, and 
the industrial growth rate will drop. During this period, 
if a structural adjustment is introduced in a timely 
manner, the second-stage effects will appear, namely, the 
economic structure will become rationalized, economic 
results will improve, and the national economy will enter 
a virtuous cycle. An example was the structural adjust- 
ment carried out during the 3 years of economic diffi- 
culties. The retrenchment that was introduced in 1985 
and 1987 was not strong enough to produce the first- 
stage effects. As a result retrenchment produced negative 
effects and bigger expansion. There were more profound 
lessons at the end of 1987 and in the first half of 1988. 
Hesitation in carrying out a structural adjustment could 
spoil our previous achievements. 


Economic Improvement and Rectification Should Serve 
as Links Combining the Seventh and Eighth 5-Year 


The 3-year plan on economic improvement and rectifi- 
cation should not subsitute for or delay the Eighth 
5-Year Plan but should serve as a link combining the 
Seventh and Eighth 5-Year Plans. 


When formulating the Eighth 5-Year Plan, the targets for 
the year 2000 should be taken into account, as should the 
first 50 years of the next century. We must not be 
puzzled by our present difficulties but should instead 
look into the future. We should work out long-term plans 
to solve our problems. For example, we should have 
long-term plans on the construction of basic industry 
and basic facilities as an example, on controlling the 
population, on developing and exploiting resources, and 
on protecting the ecological environment. The state 
should work out long-term plans instead of just criti- 
cizing the short-term activities of enterprises and locali- 
ties. An effective method to prevent short-term activities 
is to draw up long-term pans. 


“Bottle-neck” enterprises generally involve basic under- 
takings, such as agriculture, the energy industry, the raw 
materials industry, communications, and transportation. 
It is difficult for these enterprises to develop without 
long-term plans. If this problem is not solved, other 
undertakings will be affected, the national economy 
cannot enter a virtuous cycle, and economic results will 
remain unimproved. 


Viewed from the present situation, we cannot engage in 
the construction of too many projects. Basic industries 
should take the road of intensive development. An 
example is the Anshan steel factory. To encourage the 
expansion of reproduction, the state should implement 
preferential policies, including imposing differential tax 
on investments and carrying out a depreciation policy 
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formulated according to the industrial policy, so as to 
give vitality to old enterprises. 


Article Discusses Inflation Elimination 


HK1801113990 Beijing RENMIN RIBAO in Chinese 
12 Jan 90 p' 6 


[Article by Deng Jiarong (6772 1367 2837) and Zhu 
Wanjuan (2612 1238 1227): “Thoroughly Do a Good 
Job of Economic Improvement and Rectification, Grad- 
ually Wipe Out Inflation”) 


[Text] The current inflation was caused by economic 
overheating, namely, overall social demand is in excess 
of overall social supply, which has existed since the 
second half of 1984. It is also a manifestation of some 
in-depth problems which have accumulated over many 


years. 


In analyzing the in-depth causes for the inflation, it is 
necessary to pay attention to the huge financial deficits. 
The current inflation took place when we have had 
deficits for the last 10 years (during which only | year 
saw a little surplus) running, therefore the inflation came 
with tremendous force and has persisted. 


The above characteristics of the current inflation, that is, 
tremendous momentum and persistence, show the 
state’s final resources are overly decentralized. In the last 
few years, the state’s financial revenue has accounted for 
a smaller and smaller percentage in the national income: 
33.3 pevwent in 1978, 22 percent in 1988. Of which the 
financial resources of the central government declined to 
a greater extent. In 1984, the central government's 
revenue made up 56.1 percent of the state's total finan- 
cial revenue, but in 1988 the figure dropped to 47.2 
percent. The central government’s meager financial 
resources inevitably led to weakened macroeconomic 
control and regulation capacity, and failure to effectively 
affect, through the distrubution of funds, the readjust- 
ment of the economic structure in a favorable direction. 


Delegating greater and greater financial resources to 
localities and enterprises did help arouse their enthu- 
siasm for properly administering their own affairs and 
managing monetary matters, but the practice also made 
it difficult to control investment and consumption. 
Because as soon as localities and enterprises have more 
financial resources at their disposal, they will first think 
oY setting about capital construction and improving 
workers’ well-being. Their status makes them little think 
of importance of maintaining balance between total 
social demand and supply. Excessive decentralization is 
largely to blame for inflated investment and consump- 
tion, and excessive distribution of national income. 


In the last few years, capital construction has in fact 
formed the following pattern: Authorities at various 
levels became investors; funds for investment came from 
various sources; and investments were made in various 
forms. At present, the central government, localities, 
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enterprises, the collective, individual, and other eco- 
nomic sectors have become investors, they are engaging 
in capital construction on different scales using their 
own funds and in various ways. Comparatively decen- 
tralized decision-making authority over capital construc- 
tion was bound to result in unreasonable investment 
scale and structure, which was an important factor 
affecting proportionate relationships of two departments 
of social production and the volume of marketable 
goods, and was also important activating lever for 
bringing about excessive money supply. 


Let us turn to inflated consumption. As localities and 
enterprises had more financial resources at their disposal 
in the last few years, localities and enterprises, inspired 
by short-term efficiency, paid greater attention to indi- 
vidual interests than to the collective and the state's, 
resulting in decreased state revenue and in the govern- 
ment failing to concentrate its financial resources on key 
projects. According to the law of inertia, as soon as this 
malpractice has come into being, the bias, namely, 
allocating a greater part of revenue for individuals than 
for the co'lective and the state, will grow. Statistics show 
that the g: owth rate in cash for wages offered by the bank 
was 20.1 percent in 1986, 26.4 in 1987, and 26.5 in 1988. 


Another in-depth cause for inflation is agriculture. In the 
last few years, the role of agriculture as the foundation of 
the national economy was ignored to a certain degree; 
the relations among agriculture, light industry, and 
heavy industry was not stressed; the support for agricul- 
ture from all walks of life was on the decline; the state's 
and collective’s investment in agriculture was not 
enough; and the peasants mainly relied upon their own 
strength to expand production. At the same time, the 
peasants, affected by prevailing short-sighted behavior, 
invested less funds in farmland. As a result, irrigation 
and water conservancy facilities in many places were in 
bad repair or even disrupted, and a large part of farm- 
land was occupied for other purposes, greatly weakening 
the potential for agricultural expansion. 


In view of the above in-depth causes, if we are deter- 
mined to stem inflation and eliminate its consequences, 
we must do a good job of economic improvement and 
rectification, work hard to readjust the economic struc- 
ture, gradually alleviate the contradiction between the 
total social supply and demand, and wipe out financial 
deficits. 


First of all, we must strengthen the central government's 
macroeconomic control capacity, and bring the role of 
finance and credit as a economic lever into full play. It is 
necessary to properly asse: ible financial resources into the 
hands of the central government, and increase the propor- 
tion of state revenues controlled by the central govern- 
ment. At the same time it is necessary to truly improve 
financial supervision and audit work. Whoever retains 
profits and taxes which ought to be turned over to the state 
riust be severely punished. It is necessary to improve 
management of taxation, rigorously straighten out various 
preferential policies for reducing or remitting taxation. At 
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the same time we must count every cent and make every 
cent count in managing financial matters, strictly carry out 
regulations for expenditure, and check extravagance and 
waste. It is necessary to resolutely reduce the scale of 
investment in capital construction and curtail institutional 
purchasing power, and the quota is not allowed to breach. 
The central government should mainly spend its money on 
agriculture, transport, energy, and other basic industries. 
Since these projects involve a large sum of money, have a 
protracted cycle time, and low returns, we must make a 
careful feasibility study beforehand, make forecasts and 
decisions in a scientific way. Wherever possible, we should 
draw on the finar~ial resources of the areas, the collective, 
and individuals vho are due to become beneficiaries, to 
engage in consi ction. By conscientiously implementing 
the above prin-iple of broadening sources of income and 
reducing expenditure, making ends meet for the current 
year, or even producing a smail surplus, we will be ab’: to 
lay a solid material foundation for eliminating inflation. 


Second, we must vigorously expand agriculture, really 
regard agriculture as the foundation of the national 
economy. Economic work in all fields should be set on a 
course based on agriculture; the central government and 
localities should increase investment in agriculture, espe- 
cially in farming industry, chemical fertilizer industry, 
farm chemical industry, farming machinery industry, 
and major construction of water conservancy facilities. 
In the meantime we should vigorously encourage peas- 
ants to make use of technical services for the entire 
process of agricultural production before, during, and 
after the farming season so that modern science and 
technology ard knowledge of economic management 
will be spread to the extensive rural areas. When agricul- 
tural production becomes stable, we shall have stable 
market prices and a stable money flow. 


Third, we must improve supervision over credit and cash 
control, further straighten out financial order, and prevent 
external circulation of currency. Excessive money supply 
was brought about by factors in all fields of the national 
economy, hut the bank’s work also has a direct bearing on 
inflation. In the last few years, since the enterprise contract 
system was imperfect, the enterprise’s sl ort-si; hted 
behavior was not brought under effective control, and the 
bank relaxed cash control and supervision ©: -« credit so 
that a large amount of cash was kept in the hands of the 
enterprises and residents, the enterprise's cash income was 
used to pay various expenses and purchase commodities it 
needed rather being deposited in the bank or even shifted 
to the civilian loan market. A voluminous money flow 
outside the bank system not only weakens the bank’s 
macroeconomic control and regulation capacity, but also 
slows down the velocity of the circulation of money, 
increasing the inflation rate. That the inflation found 
during the initial post-liberation period was quickly 
brought under control had everything to do with the 
effective cash control and our vigorous effort to strike a 
balance between monetary income and expenditure. The 
inflation during 1959-1962 period was also stemmed by 
the government's effort to control cash and improve the 
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non-cash settlement system, and by the bank’s vigorous 
control of the gross wage fund and institutional purchasing 
power, enabling the money circulation to rapidly return to 
normal. In the second half of last year, the bank strength- 
ened cash control and non-cash settlement. During the 
summer harvest period, the bank broadly applied quota 
dual convenience deposit certificate [ding e lian bian chun 
dan 1353 7345 0357 0189 1317 0830] and quota transfer 
check [1353 7345 6567 6348 2388 4384] to the purchasing 
of agricultural products. As a result, the government 
increased the purchase of early rice by 26.7 percent and 
vegetable oil by 9.6 percent over the previous year, but the 
cash input decreased by 22.5 percent from the previous 
year. Facts show that improving cash control and ti.e 
non-cash settlement system to prevent cash flow outside 
the bank system is an important measure not to be ignored 
in eliminating inflation. 


Finally, in our efforts to improve the economic environ- 
ment and rectify the economic order and deepen the 
reform, it is necessary to continually improve the enter- 
prise contract system, and adopt various effective mea- 
sures to strengthen the macroeconomic and microeco- 
nomic control of the enterprise’s short-sighted behavior. 
We must draw up and improve various economic and 
administrative laws and regulations (such as investment 
law, property law, and market administration law, and 
sO on), and exercise control according to the law. The 
enterprise should standardize its economic behavior, 
and its eccnomic activities must be up to the standard 
after :< has signed a contract. Only by so doing, can we 
effectively put an end to various irrational cash flow or 
transfer and ilk zal conduct so as to ensure a sustained, 
stable, and coordinated development of the national 
economy. 


Articie Views Fund Raising Centralization 


HK 1801035390 Beijing JINGJI GUANLI in Chinese 
No 12, 1989 pp 28-30 


[Article by He Dexu [0149 1795 2485] and edited by 
responsible editor Lu Xiaosheng [4151 1420 3932]: 
“Characteristics, Effects, and Reactions of Fund Raising 
Under Inflation”) 


[Text] Beginning in the second half of 1988, the scale of 
fund raising in society was so large and it was spread 
wide so rapidly, that it soon became a hot topic. How- 
ever, under the circumstances, where to check inflation 
became an important task, few people talked about an 
inescapable fact: What would be the result of fund 
raising in society? Would it cause inflation to subside or 
promote its further development? This was the most 
important point. 


I. Characteristics of Fund Raising in Society 


Fund raising in society was something new that resulted 
from our reform of the economic system. It emerged as 
early as 1982. The purpose then of fundraising was to 
absorb idle capital in society. Through the conversion of 
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facilities ranging from deposits of currency (other than 
savings deposit) to savings by holding instruments 
(shares, bonds and other forms of securities), and 
through the new savings-investment conversion mecha- 
nism, which was consistent with the capital construction 
and state investments (including investment by special 
banks), we developed new channels of direct financing 
and investment; put an end to the situation in which all 
forms of investment were monopolized; and diversified 
the investment environment. Before 1988, such a form 
of fund raising in society was at its preliminary stage at 
which we probed our direction on a small scale in 
experimental units, such as some medium-sized and 
small enterprises or town and township enterprises in a 
few provinces and cities. Furthermore, the effects of 
fund raising in society were not very obvious because the 
economic problems (which mainly refer to inflation) 
were neither prominent nor serious. 


Beginning in the later half of last year however, there 
were great changes in China’s economic situation, and 
inflation reached an unprecedentedly serious level. 
Thus, the central government could not but take up a 
resolute austerity policy against macroeconomic credit 
development, in order to check the increasingly serious 
inflation. Facing a sudden drop in money supply, the 
shortage of funds suffered by all social sectors, particu- 
larly enterprises, became more acute. Therefore, there 
was another round of fund raising by them to solve their 
shortage of capital, and to cope with the austerity pol- 
icy—which was n't our goal of reform at the early stage. 


To raise funds under inflation was already a practice that 
deviated from our planned direction of reform. It 
brought about a winding course of development and new 
characteristics that were worth us paying atiention to: (1) 
It was done in a variety of ways. Some issued shares 
(including those issued by a unit to its staff, to its place 
of location, and to other regions). Some issued bonds. 
Some invested in a factory in cash, and some raised 
funds by collecting advanced payments (such as risk 
funds, security, guarantee money, and so forth). It was 
done on a large scale. It was first estimated that the 
current amount of funds raised across China totaled 
more than 15 billion yuan. (3) It was spread very wide. 
Such phenomenon covered an extensive area in both 
rural and urban areas, including state-run enterprises, 
collective enterprises, individual-run enterprises, Chi- 
nese-foreign joint ventures, even hospitals, schools, and 
scientific research institutes. (4) Ti.e interest was high. In 
some cases, the interest on funds raised was so high that 
it was one or several times higher than that on savings 
deposit in banks for the same period of time; and some 
of them even offered bonuses or rights to enjoy other 
benefits. (5) The source of funds was simple. Only a 
small proportion of the funds was cash lying idle in the 
hands of urban and rural residents, while 70 percent of 
them came from savings deposits in banks. (6) The use of 
funds was concentrated in a particular area. Only a very 
small portion of the funds raised by enterprises .vas used 
as working capital, while over 80 percent of them was 
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used as investment in fixed assets. ( /) The management 
was poor. Most of the funds was m:ither examined nor 
approved by the People’s Bank of China, so that the 
situation was chaotic and disorganized. In some cases, 
the instrument of fund-raising was not up to the stan- 
dard, the procedures were imperfect, and there were no 
rules; and some even carried the nature of apportioning 
or were in the form of an administrative order. 


One could easily understand that the foregoing charac- 
teristics carried with them elements to offset the aus- 
terity policy and to promote inflation. 


II. Effects of Fund Raising in Society 


Theoretically, to raise funds in society is a positive move 
which we must not urderestimate. However, under 
China’s current conditions in which inflation is very 
serious, the nature of fund raising has changed so much 
that its positive effects have been distorted, while its 
negative ones have become more obvious and promi- 
nent. They are specifically manifested as the following: 


First, while funds raised in society were increased, the 
amount of savings deposits in banks were reduced, 
thereby weakening the capability of the state in macro- 
economic control. Generally speaking, under the condi- 
tion that the aggregate amount of capital in society 
remains at the same level, the relations between fund 
raisi:.2¢ (direct credit) and indirect credit through banks 
as the medium are, that one side grows at the expense of 
the other. In order tc crease the amount of funds to be 
raised in society, we must either directly reduce the 
amount of savings deposits in banks or change the flow 
of money from savings. In our actual life, more than 70 
percent of funds were raised with bank deposits as the 
source. Of course, there were various reasons for the 
repeated “slide” in the amount of bank deposits in the 
second half of last year. However, it was closely related 
to a large-scale fund raising in society. In the wake of the 
“shift” of money from bank deposits to funds being 
raised, this on the one hand, reduced the credit capital 
available for the state control and readjustment, so that 
there were insufficient funds for the state to stabilize the 
macroeconomy and to develop key industrics; key enter- 
prises and budgetary construction projects sufi red from 
a shortage of capital; and the stability and development 
of the economy were threatened. On the other, to raise 
funds in society on a large scale was an act that deviated 
from the track of macroeconomic development, so that a 
circulation of funds existed beyond the banking system. 
This undermined the role of our macroeconomic aus- 
terity policy to effectively check inflation and the over- 
heated economies in localities, increased the possibility 
of making the circulation of capital get out of control, 
and made the economy more unstable. Furthermore, the 
drop in bank deposits reduced the source of credit 
capital, widened the gap of credit capital, and directly 
weakened the role of readjustment by banking credit, 
thereby adversely affecting the goal of macroeconomic 
readjustment. 
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One point that is worth mentioning is that under the 
condition where to raise funds in society reduced the 
source of capital for banking credit, there would not be 
any major problems if the banks were able to accordingly 
cut the use of credit capital. What is regretful is that 
under the current system in which the system of capital 
supply is yet to be totally eliminated, a bank is often 
forced to constantly expand the scale of loans granted 
(such as corresponding bank loans granted as working 
capital for the purpose of matching the funds raised for 
investment in fixed assets), and any attempt to minimize 
such a scale was out of the question. This made the 
existing credit deficit become worse, which forced the 
central bank to issue more currency and thus promote 
inflation. 

Second, raising funds in society undermined the aus- 
terity policy, and went against the effects of such policy, 
which were unfavorable to the work of checking inflation 
and readjusting the composition of the economy. On 
principle, our austerity policy was not the one that 
encouraged us to act indiscriminately. Rather, we should 
implement the austerity measures in a distinctive 
manner. We should resolutely check those areas (such as 
industries that produced over-supplied goods, the pro- 
duction of overstocked products, and so on) in respect of 
which the development should be checked; and should 
give support and develop other areas (such as the pro- 
duction of goods which were in short supply, “bottle- 
neck” industries, and so on), in order to help those 
industries that have advantages, and to readjust the 
composition of the economy. In the widespread ten- 
dency of fund raising, however, some industries which 
processed over-supplicd goods that were originally sub- 
ject to rectification and consolidation, in order to sur- 
vive and develop, also expanded their scale of produc- 
tion with the funds raised by themselves. On the 
cont-ary, some industries such as energy generation, 
transportation and raw materials which should be greatly 
developed, found it very difficult to raise funds because 
of low profits, the long cycle of investment returns, and 
dividends and bonuses at an unbearably high level, so 
that their development was affected. Mor>over, some 
enterprises which should have been declared bankrupt, 
closed or eliminated, still existed by raising funds, 
though they were subject to the loan “sanction” by the 
banks under the austerity policy. Obviously, to a consid- 
erable extent, the practice of fund raising brought new 
development and hopes to the production of those goods 
and to those enterprises which were subject to the 
austerity measures, while the development of enter- 
prises, trades and goods which should have been encour- 
aged was checked. The result was that the aggregate 
demand was increased. The aggregate supply was lim- 
ited. The economic development was further deformed. 
The composition of the economy was further distorted, 
and eventually, the effects of the austerity policy which 
aims at checking inflation was weakened. 


Third, to raise funds in society was an act of stimulating 
consumption, so that the consumption fund expanded. 
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This is because: (1) The cost of fund raising was high—high 
level of interests. According to the regulations of the state, 
the interest rate on funds raised for the same term was 
higher than that on savings deposits by 40 percent. In fact, 
however, the highest monthly interest rate on such funds in 
China was 30 percent more than the maximum level, and 
the average annual rate was about 30 percent, or 4-6 times 
higher than the interest rates offered by banks on savings 
deposits for the same term. Together with the payment of 
bonus, some were even as high as 50 to 100 percent more 
than the maximum level. Such a high interest rate and 
dividends inevitably cost a lot for enterprises, and 
absorbed part of the state’s fiscal revenue, so that a large 
portion of profit delivery and taxes, which would have 
been paid to the state, was directly converted to the 
consumption fund. Besides, to raise funds by offering a 
high interest rate turned the achievements of operations 
into the workers’ welfare through the distribution and 
re-distribution of investment returns. This was increasing 
their individual income in a disguised way, thereby 
increasing the immediately available amount of the con- 
sumption fund, expanding the fund, and affecting the 
consumer goods market. (2) Proceeding from the pattern 
of fund raising, the proportion of funds really raised in the 
form of shares was small while most of them were in the 
form of bonds. It was an attempt that the production sector 
absorbed funds for long-term purposes through the issu- 
ance of shares. Therefore, it was very difficult to achieve 
the fundamental goal of checking consumption. (3) Pro- 
ceeding from the source of funds, it was not evident that 
the act of fund raising would directly convert the consump- 
tion fund to investment in production, as an absolute 
majority of the fund was the result of conversion from 
bank deposits. Therefoze, generally speaking, the current 
practice of fund raising in society had nothing to do with 
the role of checking consumption. On the contrary, it 
promoted an inflation in the excessively expanded demand 
for consumption, and fueled inflati:.>. 


Fourth, raising funds in society stimulated an inflation 
in investment. At present, most of the investment in 
fixed assets, particularly non-productive projects, was 
made by getting round the state’s macroeconomic super- 
vision and restriciions. This was an exploitation of 
loopholes in the state’s control over investment in fixed 
assets, and it made it more difficult to check the scale of 
investment in capital construction. Under the present 
circumstances where the state has difficulties in terms of 
financial resources, and supply of goods and materials, 
this will undoubtedly intensify inflation in investment, 
and further magnify the contradictions between the 
aggregate supply in society and that of demand in 
society. 


III. Reactions to Raising Funds in Society 


Undoubtedly, it is correct that, being one of the reform 
measures, to raise funds in society is a way of opening new 
financing channels to promote the development of the 
capital market, and to make it more mature. Under the 
circumstances where the state has limited macroeconomic 
supervisory authority over economics and finance; its 
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mechanism of readjustment and con‘rol is imperfect; the 
economic behavior of enterprises and local economies are 
abnormal; the control of budget is weakened; and, in 
particular, we are facing a serious inflation, we must guard 
against any excessive development of fund raising, and 
strictly check the scale of fund raising, so as to avoid fund 
raising going out of control, or the stability of the finance 
and the economy will be affected, and inflation will 
become more serious. At present, we should emphasize the 
following countermeasures: 

1. We should perfect the macroeconomic readjustment 
and control, so as to make the act of fund raising 
systematic. Specifically, this includes: (1) Being the insti- 
tution of macroeconomic readjustment and control, the 
central bank must be fully responsible for matters con- 
cerning the examination and approval of fund raising in 
society (including the form, quantity, purposes, repay- 
ment term, and interest rate of funds so raised). No other 
units (particularly governments at various levels) may 
act beyond their authority. Without an approval from 
the People’s Bank of China, nobody may raise any funds, 
and any relevant person who violates this rule shall be 
held accountable. (2) We should include the scale of fund 
raising in society into the overall social credit plan 
worked out by the People’s Bank of China, which will 
balance the plan in an all-round way. (3) We should set a 
clear maximum level for interest rate and bonus on 
funds raised in society. Generally, such a level should not 
be higher than that offered by state bonds for the same 
term. (4) We should, in accordance with the order of 
industrial development worked out by the state, strictly 
follow the direction of investment when utilizing the 
funds so raised. On principle, the funds can only be used 
to make up the capital for normal production and 
circulation. None of the funds may be used to expand the 
scale of investment in fixed assets. Otherwise, the invest- 
ment plan in question must be approved by the planning 
departments, and the amount of loans granter: for such a 
plan must be verified and minimized by ban<s. 

2. We should strengthen the microeconomic control, and 
standardize the practice of fund raising. The key to 
achieving this is to perfect all organizational procedures. 
(1) The issuance of shares must be subject to regulation. 
No shares may be withdrawn. No bonds may offer a 
bonus. (2) Funds raised in any other forms must be 
subject to a prospectus or contract, in which the obliga- 
tions, rights and duties of the creditors and debtors must 
be clearly defined, and that the two parties must share 
the risks. (3) The principle of equality and volunteerism 
should be upheld. Acts of raising funds by apportioning 
or through administrative measures or mandatory 
orders, and so forth, must be banned. 

3. We should advocate supervision by society, so as to 
rationalize the act of fund raising. In order ‘o really 
implement all macroeconomic and microeconomic 
administration and controls over fund raising, we must 
actually place such an act under the joint supervision by 
banks, financial departments, planning departments, 
and goods and materials departments. Judging from the 
viewpoint of banks, a prerequisite for strengthening the 
supervision of such an act is to deposit the funds raised 


NATIONAL AFFAIRS 3s 


by each unit into their special accounts, and nobody may 
transfer or draw the money for other purposes without 
authorization. In order to avoid seriously affecting the 
market by an “external circulation” of a large amount of 
funds, anyone who refuses to deposit the raised funds, or 
who evades supervision, must be punished strictly in 
accordance with relevant provisions of the cash control 
regulations. 


Materials Minister Inferviewed on Supply, Demand 


HK1501080890 Hong Kong CHING CHI TAO PAO 
in Chinese No 3, 8 Jan 90 p 13 


[Report by Liang Chung-lin (2733 1813 265i) and Li 
Szu-po (2621 2448 3134): “Interview With Minister Lru 
Suinian on the Prospects for Material Supply and 
Demand in China in 1990" ] 


[Text] On the occasion of New Year's Day, we inter- 
viewed Liu Suinian, minister of materiais. 


After giving us a welcome, Minister Liu said: On the 
occasion of the 43th anniversary of the founding of 
CHING CHI TAO PAO, I wish to express my congrat- 
ulations to the magazine. I also extend my seasonal 
greetings to the compatriots in Hong Kong, Macao, and 
Taiwan and personages abroad through CHING CHI 
TAO PAO. 


Reporter: Thanks for your congratulations. As 1990 
approaches, could you say something about the develop- 
ment trend of China's material supply in the new year. 


Liu Suinian: Drastic changes took place in (hina’s 
material supply in 1989. At the beginning of the year, 
social demand increased excessively, there was a short 
supply of materials, prices remained high, and volume of 
stock decreased. The situation in some fields exceeded 
the warning line. By the third quarter, however, the 
supply of some sought-after materials increased some- 
what, prices dropped, and stock increased. Meanwhile, 
sales of some products were poor and the situation was 
characterized by coexistence of slow-sales and shortages 
of products, rarely seen over the years. 


According to my estimate, there will be no drastic 
changes in the general situation of material supply and 
demand in 1990. Slow sales will still coexis! with 
shortage of materials. For example, supply of cement, 
plate glass, and rolled steel for building purposes will 
probably exceed demand; sales of vehicles, except those 
for special purposes, may be affected; demand for elec- 
tro-mechanical products will continue to drop; and the 
supply of paper, soda ash, polyvinyl! chloride, polyeth- 
ylene, polystyrene, and rubber will increase somewhat. 
From an overall point of view, a balance can be main- 
tained in the total amount of most of the products 
including coal, steel, nonferrous metals, and chemical 
products in 1990. However, there are some products 
which will be in short supply. Because of the shortage of 
foreign exchange and for various reasons, the resources 
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of some state-distributed materials may decrease some- 
what and demand may exceed supply. 


Reporter: The Sth Session of the 13th CPC Central 
Committee proposed duly stepping up centralization. As 
a functional department making overall planning and 
exercising management over circulation of materials in 
society, what plan does the Ministry of Materials have in 
this regard? 


Liu Suinian: Decentralization of materials is a promi- 
nent problem in China's current management over mate- 
rials. Of the proportion of planned distribution of main 
materials in the country’s total output, rolled steel 
accounts for 42.6 percent; nonferrous metals, 35.4 per- 
cent; coal, 45.2 percent; timber, 26.6 percent; and 
cement, 12.2 percent. The orders placed according to 
state plan and contracts were not properly fulfilled. As 
the market is not yet mature and the price system is still 
irrational, this state of affairs resulted in irrational 
distribution of material resources, inclination to ordi- 
nary enterprises, and failure to ensure supply to key 
enterprises, which aggravated the irrational economic 
structure and seriously affected the development of the 
national economy. For this reason, we have adopted the 
following measures: First, earnestly fulfill the orders 
placed by the state, increase the rate of contract fulfill- 
ment, and stipulate that enterprises can sell products 
only on the premise of fulfilling the state's mandatory 
orders. Otherwise, they will be punished or their material 
distribution quotas will be deducted. If the cases are 
serious, they will also have to undertake administrative 
and legal responsibility. Second, planned guidance of the 
essential means of production sold by enterprises should 
be strengthened. The method is: The state will draw a 
certain amount of products sold by enterprises, link 
production with demand, and supply the rationed mate- 
rials at fixed location at varying prices to complement 
the needs of key enterprises. Third, in accordance with 
the state's industrial policy, list a number of enterprises 
that will be protected and practice “dual guarantee,” that 
is, the state will guarantee the production conditions of 
these enterprises while the enterprises will guarantee 
delivery of products to the state. The key construction 
projects of the state should carry out business accounting 
and cancellation after verification in light of the progress 
and actual needs of the projects. The material supply 
departments will guarantee supply to the large projects 
on a contract basis. Fourth, duly increase the proportion 
of the state's unified distribution of essential materials. 
The principle is: The base figure of state-controlled 
products delivered by the existing enterprises should not 
decrease. The base figure should be raised if it is too low. 
The products turned out by enterprises built or techni- 
cally transformed with state investment should be deliv- 
ered to the state in light of the proportion of state 
investment for unified distribution. In this regard, the 
State Planning Commission and Ministry of Materials 
have issued a document which laid down the specific 
requirements. 
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Reporter: What impact will be produced by improve- 
ment of economic environment and rectificati of the 
economic order on materials import and export? 


Liu Suinian: With the development of the national 


vehicles for special 
the level of 1989 while the amount of others will be 
slightly curtailed (such as paper pulp, soda ash, timber, 
and cold-rolled sheet metal). We will try to export 
cement and ordinary electro-mechnical products as 
( sina has a great production capacity in this regard and 
demand for these products exceeds supply in the 


play the role of a main chanr-! in the future? 


Liu Suinian: The maternal circulation or?’-r has taken a 
favorable turn ihr wgh rectification over the year, the 
state of confusion has been checked, and the practices of 
illegal transactions have been restrained. However, there 
are still many problems, mainly manifested in the fol- 
lowing: Too many units engaged in operation and man- 
agement of essential materials which have caused great 
confusion, irregular transactions and prevailing 
unhealthy tendencies; and high prices. It is necessary to 
do a good job of rectification in 1990. Some people are 
worried that rectification will result in rigid control of 
materials. This problem indeed merits attention. The 
purpose of rectifying the circulation order is to bring 
confusion rather than materials under control. We 
should conduct improvement and rectification work 
with the spirit of reform and arouse the initiative of all 
fields. The effective policies conducive to material cir- 
culation should continue to be upheld and perfected in 
practice so long as they do not contradict with the 
requirements of improvement and rectification. As to 
the illegal transactions and bribery in dealings, they are 
completely different from invigorating the circulation. It 
is required by improvement and rectification as well as 
reform to eliminate these unhealthy things. Some others 
are worried that the merging of some material units 
might clog the circulation channels. There are indeed 
many material units at present, enormously exceeding 
the normal circulation needs. Without offices and ware- 
houses, equipment, capital and clients, some have 
engaged in profit-making speculation, seriously dis- 
rupting the market. These units should be closed down in 
light of the “Opinions on Further Screening and Recti- 
fying All Kinds of Material Companies” of the Ministry 
of Materials approved by the State Council. After closing 
4-.wn these units, the companies of the material system 
will play a better role as the main channel, improve 
service, ensure supply, and promote sales on the one 
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hand, and strengthen management, expand the scope of 
operation, and increase the number of sales centers and 
the market coverage rate and proportion. Now the mate- 
rial system of the whole country has some 40,000 sales 
centers with | million staff members and fixed assets of 
several billion yuan. I believe that they will certainly be 
able to play the role of a main channel and ensure steady 
flow of materials. 


Article Suggests Commodity Rectification Measures 
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[Article by Liu Minxue (0491 2404 1331), director of 
state administration for industry and commerce: “Five 
Measures for Rectifying Order in the Field of Com- 
modity Circulation”] 


[Text] In 1990, the industrial and commercial adminis- 
trative organs throughout the country will continue to 
make positive contributions to the improvement of the 
economic environment, the rectification of the economic 
order, and the in-depth reforms under the premise of 
maintaining social stability, and will fulfill their tasks. 
First, to further screen and rectify business companies. 
Not long ago, the CPC Ccatral Committee and the State 
Council issued a “Decision on Further Screening and 
Rectifying Business Companies” and explicitly showed 
the three major tasks in the next step for screening and 
rectifying companies: Dissolving and merging compa- 
nies; investigating and handling lawbreaking cases; and 
enacting necessary rules and regulations. 


To judge whether company screening is made properly, we 
will see whether a large number of companies have been 
resolutely closed down or merged, thus ending the situa- 
tion in which too many companies exist. All companies 
that should be dissolved or merged ing to the 
relevant stipulations must be done resolutely. Most of the 
companies set up by party and government institutions, 
mass Org nizations, and social organizations with the 
funds they t. sed on teir own should be dissolved. A small 
number of these companies which are allowed to exist 
should also be completely dissociated from the institutions 
and organizations in the manpower, financial, and mate- 
rial aspects, and be shifted to the management of relevant 
economic departments. Companies which are engaged in 
wholesale business, foreign trade, material distribution, 
and financial business should be dissolved strictly 
according to the stipulations of the relevant State Council 
documents. Companies which are allowed to exist after 
screening should be subject to annual inspection and 
should be re-registered according to the law so that new 
business licenses can be issued to them if they pass the 
examination. 

Second, to intensively handle the lawbreaking cases in 
the economic field. In the course of economic readjust- 
ment, industrial and commercial administrative organs 
in various localities have made great efforts to investi- 
gate and handle lawbreaking cases in the economic field. 
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In the first half of 1989, they handled some 380,000 
lawbreaking and rule-breaking cases, and one-tenth of 
them were major cases. The cases were handled at a 
higher speed. 

Handling economic lawbreaking cases is a major part of 
company screening, and is also a major step for elimi- 
nating corruption. At present, in connection with com- 
pany screening, priority should be given to the cases of 
speculative and other illicit business activities of the 
companies, in particular, the cases of speculating in key 
capital goods and in durable consumer goods in short 
supply. When handling the economic lawbreaking cases, 
industrial and commercial administrative organs must 
proceed from the interests of the whole, strictly follow 
the relevant laws and regulations, and must not proceed 
from the narrow interests of their own localities and 


departments. 


Third, strengthen management over trade fairs. Trade 
fairs have now become a major channel for commodity 
circulation, and have close relations with the people's 
daily economic life. So trade fairs must be more effec- 
tively and flexibly managed. The order of fairs should be 
kept up, and the sanitary conditions should be improved. 
The industrial and commercial administrative organs in 
all localities should build better fair markets and raise 
their management skills so that fair management can 
stand up to higher standards. 


Fourth, strengthen management over the individual and 
private economies. Through the 10-year reform, not only 
the state and collective economies have been developed 
rapidiy, but the individual and private economies have 
also been restored and developed. By the end of 1988, 
there were 14.527 million individual households 
engaged in industrial production and commercial busi- 
ness with a total work force of 20.39 million people. The 
figures became smaller in 1989. According to the statis- 
tics by the end of September 1989, there were 10.68 
million self-employed households with 17.08 working 
people. While individual industrial and commercial 
businesses kept developing, a number of private enter- 
prises which employ more than 8 workers also appeared. 
By the end of June 1989, there were 66,500 registered 
private enterprises which employed more than 1.08 
million workers. 


The development of the individual and private scono- 
mies have made up for the inadequacy of the state and 
collect’ve economies, have provided more conveniences 
for the public, have enlivened the markets and facilitated 
commodity circulation, and have promoted production. 
At the same time, the individual and private economies 
have provided jobs for several million urban residents. 
In 1989, taxes paid by individual businesses and pr: vate 
enterprises amounted to more than 10 billion yuan. 
However, people in this economic sector are rather 
diverse in their personalities and personal by :kgrounds, 
and our management over this economic sector has not 
been effective enough in some aspects. A small number 
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of people among the self-employed individuals and pri- 
vate entrepreneurs practiced fraud, rigged the market, 
evaded taxes, engaged in speculation and other illicit 
business activities. They have evoked strong resentments 
among the masses. Therefore, when supporting the 
development of the individual and private economies, 
we must also strengthen supervision and management 
over this economic sector so as to bring its advantages 
into better play and to restrain its negative effects on the 
development of the socialist economy. 


Fifth, ban counterfeit goods and misleading advertise- 
ments. In recent years, some counterfeit goods have kept 
appearing on the markets. In some localities, the activi- 
ties of making and selling counterfeit goods have devel- 
oped to an unbridled degree. At the same time, mis- 
leading advertisements have also appeared. Effective 
and forceful measures must be taken to resolutely ban 
such things. 


According to our eaperience in the past few years, to 
effectively ban such illegal activities, all departments 
concerned must closely cooperate with each other under 
the unified leadership of the local party committees and 
governments to take well-coordinated and comprehen- 
sive measures. The lawbreakers must be punished 
severely and must not be tolerated. They must not be 
allowed to reap any economic gain. Measures should be 
taken in both the production and circulation fields. 
Those who sell and manufacture counterfeit goods 
should both be punished. Effective supervision and 
inspection will rely on cooperation among all depart- 
ments concerned and will also rely on the participation 
of the masses. 


In order to do a good job in the above-mentioned five 
aspects, we need to consolidate our own ranks and also 
need the support of the masses. 


Commentator Reaffirms Director Responsibility 
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{Commentator’s article: “Uphold and Perfect the Plant 
Director Responsibility System”’} 


[Text] “Should the plant director responsibility system 
be practiced or not? How should it be practiced?”” Some 
time ago, some operators in enterprise circles developed 
such misgivings. In fact, this problem has already been 
made very clear in the “Enterprise Law” and in the 
Decision of the Sth Plenary Session of the CPC Central 
Committee. The “Enterprise Law” explicitly stipulates 
for the introduction of the plant director responsibility 
system. The 5th Plenary Session also stressed that the 
plant director responsibility system must be continu- 
ously carried out and perfected. To let the improvement 
and rectification effort and the deepening of the reform 
proceed smoothly, we must firmly and unswervingly 
perfect the plant director responsibility system. 
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The plant director respunsibility system is an enterprise 
leadership system that has undergone repeated changes 
and been affirmed in regard to the system of leadership, 
since the founding of the PRC. This leadership system 
has helped in strengthening the production and opera- 
tion control system and raising work efficiency. It is in 
line with the demands of modern mass production. In 
current economic life, the plant director responsibility 
system and the enterprise contractual operation respon- 
sibility system are also closely linked to each other. 
Without the director responsibility system, the enter- 
prise contract responsibility system can hardly be intro- 
duced on a solid basis. Past experience shows that the 
contract responsibility system introduced by industrial 
and commercial enterprises in various forms shows 
overall satisfactory results. This especially plays a very 
important positive role in increasing supplies and over- 
coming economic difficulties at present. In the period of 
improvement and rectification, the contractual opera- 
tion responsibility system must be both stable and per- 
fect. To have a stable and perfect plant director respon- 
sibility s\stem, the plant director must according to law 
undertake to exercise such functions as operation and 
management, pr. ‘uction control, technology develop- 
ment, and so forth. Meanwhile, he must also pay atten- 
tion to the proper handling of ideological and political 
work. 


In upiio!ding and perfecting the plant director responsi- 
bility system, several rules must be given attention. First, 
the plant director must run the plant according to law. This 
is to say that in conformity with the “Enterprise Law,” and 
other laws and rules and regulations, we must do such work 
as the plant director should do—such as deciding on and 
reporting for approval various enterprise plans, setting up 
management organs in an enterprise, submitting to the 
government department in charge a request for the 
appointment or dismissal of administrative cadres at or 
above the deputy plant director level and the appointment 
or dismissal of middle-ranking administrative cadres, put- 
ting forward internal enterprise distribution programs and 
important rules and systems, administering rewards and 
penalties, and so forth. The plant director is chiefly respon- 
sible for the business of issuing commands in the area of 
production and operation. He must also do a good job of 
ideological and political work. If just administrative orders 
are relied upon, it is difficult to run enterprises well. 


Second, the plant director and the enterprise party 
organization must show mutual support and coopera- 
tion, cementing ties between the party and the govern- 
ment. The enterprise party organization must strer.gthen 
leadership over ideological and political work, give full 
play to the role of the enterprise party organization as the 
political core and the vanguard exemplary role of party 
members, take an active part in discussing major issues 
related to enterprises, and put forward views and sugges- 
tions. The enterprise middle-ranking administrative 
cadres are nominated by the plant director or recom- 
mended by the party organization. Subject to aa exami- 
nation by the organizational or personnel department 
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and to collective discussion by the party and government 
leadership, these middle-ranking administrative cadres 
may be appointed or dismissed by the plant director. 
Here, the plant director must take the initiative to solicit 
the views of the party organization and have consulta- 
tions with relevant quarters, trying in every way to avoid 
making the wrong policy decision. Especially in 
employing cadres, we must carry out the party’s cadres 
policy and refrain from promoting factionalism and 
nepotism. We must respect and consciously accept the 
supervision of the party organization and the masses, 
and give full play to the role of the party organization as 
a safeguard and a supervisor in the process of carrying 
out various general and specific policies of the party and 
the state. 


Third, we must respect workers’ democratic rights and 
guarantee the workers’ position as the master in an 
enterprise. The socialist enterprise must wholeheartedly 
rely on the working class, give expression to workers’ 
rights as master of the house, and submit important 
policy decisions to workers’ congress discussions. Only 
by strengthening the democratic management of enter- 
prises, arousing the activism, initiative and creativity of 
the masses of workers and bringing about the three- 
in-one combination of workers, technical personnel and 
cadres working with the same will, can various enterprise 
tasks be handled well. 


Of course, in practicing the plant director responsibility 
system and bringing about its healthy development, the 
most important thing is to improve the political quality 
and professional quality of plant directors and their 
capacity for organization and coordination. Since intro- 
ducing the plant director responsibility system, the direc- 
tors of many of our large and medium-sized enterprises 
have preceded decisions on cadre appointments and 
dismissals and important enterprise policies and pro- 
grams with the solicitation of the views of the party 
committee and the workers’ congress. The relations 
among the party, the government and the worker have 
been handled relatively well. Enterprises have ai>o thus 
become increasingly prosperous. We believe that i. ve in 
practice cultivate and train more plant directors who are 
of high quality, high-powered and well practiced, the 
socialist enterprise can surely be run still better! 


The proper handling of relations among the party, the 
government and the masses by the enterprise is a key to 
the proper running of enterprises. Involved here is 
dialectics. There must be no practicing of metaphysics. 
In improving the quality of cadres, the most funda- 
mental thing is to improve training in Marxist theory. 
Enterprises are internally very busy. But close attention 
must be paid to the study of Marxist theory. This is a 
fundamental important plan in running the factory and 
the state. In no way can it be treated lightly. 
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‘Mutual-Help Farms’ Develop in Rural Areas 


OW2701180690 Beijing XINHUA in English 
0836 GMT 27 Jan 90 


[Text] Harbin, January 27 (XINHUA)—In recent years, 
more and more peasant families that have got rich 
during the economic reform since 1978 and those still 
remaining poor in the rural areas of China have volun- 
tarily formed “mutual-help bodies.” 


Such bodies are vividly called ““mutual-help farms” or 
“the brains of the able plus the arms of the poor.” 


Wang Xingwang, a peasant in Jianhua village in Qingan 
County, Heilongjiang Province, was one of the first in 
his locality to get rich by his own efforts. 


However, he did not rest on his laurels but planned to 
contract 80 ha of waste land in his village instead. 


However, he lacked labor hands. In early 1987, he went 
to consult with three poor families who could not afford 
to buy means of production for farming and reached an 
agreement with them on forming a ““mutual-help body.” 


When the spring ploughing season came, Wang Xing- 
wang lent them money to buy seeds, chemical fertilizers, 
pesticides and plastic sheeting. He also showed them 
how to manage their contracted farmland scientifically. 


Afterwards, the three poor families came to help Wang 
Xingwang with his contracted farmland and got pay and 
bonuses from Wang according to the quantity and 
quality of their service. 


As a result of the mutual help, the average pe'-ha grain 
output of the three poor families was raised to 6,900 kg 
a year from 1,500 kg in the past and their average 
per-capita annual income increased to 800 yuan (about 
170 U.S. dollars) from 200 yuan. 


At the same time, Wang also achieved a bumper harvest 
from his contracted farmland. Besides, he was honored 
with the title of National Model Worker. 


In 1988, six more poor peasant families applied to join 
Wang Xingwang’s mutual-help body. Wang accepted 
them and launched a program of sideline production, 
including the construction of a pig farm, a chicken farm 
and some fishponds, and the establishment of a trans- 
port business. 


By the end of the year, both the agricultural and sideline 
production had achieved bumper harvests. The average 
per-capita annual income of the six new member fami- 
lies of the mutual-help farm reached 1,172 yuan, five 
times that in the previous year. Meanwhile, Wang's 
production scale was also greatly expanded. 


In 1989, another |2 poor peasant families joined Wang's 
mutual-help farm, and the farm expanded to a total of 20 
ha of farmland, 3.5 ha of fishponds, a pig farm with 55 
pigs in stock and a poultry farm with 600 chickens, ducks 
and geese, as well as four tractors. 
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By the end of last year, the per-capita annual income of 
the new member families amounted to 1,300 yuan. All 
the families co-operating with Wang extricated them- 
selves from poverty while Wang himself also got richer 
and richer. 


The number of mutual-help farms like Wang Xingwang’s 
has increased rapidly in Qingan County. There were only 
three of their kind in 1987. The number has now 
increased to 1,827. These mutual-help bodies are helping 
a total of 4,160 poor peasant families in the county, 
according to Li Jie, vice-magistrate of the county. 


Recent statistics showed that thanks to such mutual help, 
62 percent of the 4,160 families have already extricated 
t! «emselves from poverty, and are no longer relying on 
stite relief. 


Vice-Magistrate Li said that such rich-poor mutual help 
bodies were set up spontaneously at first and were later 
encouraged by the government. 


He explained that it was common interest that combines 
the rich, who lack laborers to expand their production, 


with the poor, who lack funds and technology but have . 


manpower. 


Such a combination benefits both and thus it is vigorous, 
he stressed. 


He noted that because of the shortage of funds and 
technology or the slow-wittedness, about 15 percent of 
the peasants in rural areas of China still remain poor. 


Although the government has made great efforts to help 
these poor peasants, he said, there have not been obvious 
results yet because of the limited state allocations for the 


purpose. 


“The spontaneous mutual help between the rich and the 
poor widened our thinking, making us understand that 
such a help will play a greater role than reliance on the 
government's help alone,” he noted. 


Such rich-poor mutual-help bodies have also emerged in 
other parts of Heilongjiang Province and throughout 
China. They were highly appreciated by officials of the 
departments of civil affairs, which are responsible for 
helping the poor in the countryside. 


These officials believe that mutual-help farms are good 
for the development of agriculture, the popularization of 
science and technology, and the fight against natural 
disasters. 


An official from the Heilongjiang Provincial Depart- 
ment of Civil Affairs also pointed out that mutual help 
between the rich and the poor is also significant in the 
improvement of relations among the people. 
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Part One 
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{Special article” by Chen Jiyuan (7115 0679 0337) of 
the Institute of Rural Development of the Chinese 
Academy of Social Sciences: “‘How To Overcome the 
Situation of Stagnation in Agriculture”—part one] 


[Text] Make concerted efforts in developing agriculture, 
this is the appeal to the people in the whole country 
made by the Sth Plenary Session of the 13th CPC Central 
Committee. Since 1985, agricultural production in our 
country has been hovering at the same level for 5 
consecutive years, and agriculture has become a “bottle- 
neck”’ restricting the persistent, stable, and coordinated 
development of our national economy. To break through 
the situation of stagnation in agriculture, and to promote 
agriculture—in particular the main agricultural products 
such as grains, cotton, and oil—to a new stage is an 
important aspect of realizing the goals of rectification 
and improvement. 


How can we develop agriculture? According to the spirit 
of the Fifth Plenary Session, my understanding is that 
other than increasing the input of materials, technology, 
and capital in support of agriculture, the key is to 
stabilize the policy on rural areas and to deepen rural 
reform. This is to say, we must continue to stabilize the 
effective policy on rural areas adopted since the 3d 
Pi nary Session of the 11th CPC Central Committee, 
and at the same time we must sum up experiences and 
lessons, perfect reform measures, and further deepen 
rural reform. 


System of Contracted Responsibility Linked to Output 


First, we must uphold the system of contracted respon- 
sibility linked to output on the one hand, and perfect it 
on the other. The system of contracted responsibility 
linked to output, which takes the family as the basic unit 
for agricultural production and operation, has scored 
great results during the first step of rural reform. At 
present, judged from the overall situation in the country, 
the system still has great vitality; it will be the basic form 
of organization for production and operation in China’s 
rural areas for a long time. Of course, we must admit that 
within the system there are some imperfect aspects, 
which must be tackled through deepening reform. One 
important problem is that during the course of practice 
of the system, the level of collective economy has been 
weakened in some localities, and some functions 
requiring unified collective efforts to perform cannot be 
effectively carried out. From now on we must gradually 
fortify collective economic strength, and the emphasis is 
on building a pre-production, production, and post- 
production service system; through this service better 
integrating the stimulation of collective enthusiasm and 
of peasants’ individual enthusiasm. In addition, the 
following measures can be considered for perfecting the 
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system of contracted responsibility linked to output: In 
the localities possessing the ability, to tackle step by step 
the situation of the excessively small size of the con- 
tracted land, which is again divided into many small 
pieces, and practice a moderate scale of agricultural 
operation, so as to improve the economic returns of 
agricultural production. Second, to practice step by step 
the measure of transferring land or compensating for use 
of land, that is, the practice of commercialization of the 
right to use land, so as to overcome the short-term 
behavior of peasants not willing to invest in land. third, 
to strengthen management of contracts, enrich and per- 
fect the contents of contracts, and enhance their gradual 
standardization. And last, to employ legal means to 
ensure the realization of contracts, and staunchly stop 
crowds from robbing and stealing the fruits of labor 
earned under by the contracts. 


The Various Sectors of the Economy Coexist 


Second, we must uphold the principle of coexistence of 
various sectors of the economy with the public owner- 
ship system as the main, and step up management of 
private economy and individual economy and develop 
their strong points while abandoning their weaknesses. 
The formation of the pattern of a variety of types of 
ownership with public ownership as the main suits the 
current situation of extremely unbalanced development 
of productivity, therefore it has played a very important 
role in economic development, in satisfying the various 
needs of the great masses of people, and in arranging 
employment for a huge number of workers. This policy is 
in accordance with the situation in China, and it cannot 
be changed nor permitted to be changed for a fairly long 
period to come. However, practice proves that this 
policy must be further perfected. At present, the main 
problem is that at the same time as we develop the 
positive function of private economy and individual 
economy, we neglect and relax their management, and in 
particular we have not set up a sound taxation system, 
nor have we strictly levied taxes according to law, 
therefore some chaos has appeared in socioeconomic 
life. In particular, unfair social distribution has been 
enhanced, causing discontent among the great masses of 
people. From now on, under the condition of developing 
the function of beneficial supplements to socialist 
economy of private economy and individual economy, 
we must establish step by step an effective management 
system, practice strict management of private economy 
and individual economy, and guide them in the direction 
of development beneficial to socialist economy. 


In addition, we must uphold the policy on developing 
township and town enterprises, and properly adjust their 
speed of development and their irrational industrial 
structures. Over the past 10 years, township and town 
enterprises have developed quickly, and have main- 
tained the trend of prosperous development, generating 
a total production output value of 649.5 billion yuan, 
comprising 58 percent of the total social production 
output value in the rural areas and 24 percent of the total 
social production output value in the country. Over the 
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past 10 years, township and town enterprises have 
handed over a total of 114 billion yuan in taxes to the 
state, and in 1988 they earned $8 billion in foreign 
exchange through exports. In addition, they provided 
society with a large quantity of important products such 
as coal, cement, paper, and clothing. Apart from eco- 
nomic returns, township and town enterprises have also 
generated tremendous social returns. The development 
of township and town enterprises has already opened a 
new road for modernizing China’s agriculture and 
urbanizing China’s countryside. At present, township 
and town enterprises have 95.45 million workers, 
accounting for 50 percent of the surplus labor force in 
the rural areas, while the taxed profits generated by the 
collective enterprises at township and village levels used 
in various construction projects in the rural areas over 
the past 10 years have hit a total of 68.4 billion yuan. 
Now, township and town enterprises have become an 
important component part of China’s national economy, 
with special socioeconomic functions. Therefore, con- 
tinuing to uphold the policy of developing township and 
town enterprises is a major question of principle, and we 
should not waver concerning this. 


Part Two 
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[“Special Article” by Chen Jiyuan (7115 0679 0337) of 
the Institute of Rural Development of the Chinese 
Academy of Social Sciences: “How To Overcome the 
Stagnant Situation in Agriculture’”’—part two] 


[Text] It goes without saying that we must face the 
problems existing in the development of township and 
town enterprises in recent years and effectively tackle 
them. The main problem is that township and town 
enterprises have developed too rapidly, and that their 
industrial structures are irrational. From now on, the 
development of township and town enterprises must 
correspond to the supply of raw materials and energy, 
and the number of agricultural laborers leaving the land 
must be determined by the capacity of the urban 
economy and what agriculture can bear. Through recti- 
fication and improvement, and under the condition of 
continuously upholding the transfer of surplus agricul- 
tural labor to other areas and of gradually upgrading the 
level of urbanization of the rural areas, slow down the 
development speed of township and town enterprises, 
which is beyond objective feasibility, and change the 
situation of excessive and too rapid outflow of rural 
labor. At present, the irrational industrial structure of 
township and town enterprises manifests itself mainly as 
duplication in urban industrial structure—duplication of 
a poor standard—and therefore there appears the con- 
flict of “squeeze” and “struggle” in terms of raw mate- 
rials and energy. From now on, the industiial structure 
of township and town enterprises should adapt to pro- 
cessing industry with agricultural products as raw mate- 
rials, to production of spare parts for large industries in 
cities, and to traditional handicrafts. 
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Reform in Prices of Agricultural Products 


Last, but not least, we must uphold the reform in prices 
of agricultural products, and adopt steady and reliable 
measures for further reform in prices by considering the 
overall situation of the national economy. Since 1979, 
the increase in the procurement prices for agricultural 
products such as grain and cotton and the reform mea- 
sures forbidding and restricting price increases for 
means of agricultural production over a certain period 
have brought real economic benefits to the peasants, and 
this was one of the factors in the record agricultural 
production scored in 1984. Since 1985, due to incorrect 
judgments on the situation in agriculture, to the mea- 
sures restricting production and procurement of grain 
and cotton, to the inappropriate decrease in procure- 
ment prices, to the decrease in investment in production 
departments of means of agricultural production, and to 
the relaxation in management of prices of means of 
agricultural production, the prices of chemical fertilizer, 
pesticide, diesel oil, and plastic sheeting for agricultural 
use have greatly increased. The overall effect of the 
abovementioned factors has brought the comparable 
benefits of agriculture—particularly grain production— 
back to a low ebb, seriously negating the peasants’ 


eagerness to work in agriculture. This was one of the 


reasons for stagnation in agriculture over the past few 
years. Therefore, it is necessary to continue the reform in 
prices of agricultural products, and to adjust the irra- 
tional relations between prices. 


Improve Measures for Granting Subsidies 


At present, the state has announced that it will raise the 
procurement prices for cotton and oil in 1990. In order 
to rationally coordinate the relations of comparable 
interests among peasants, it seems necessary to also raise 
the procurement price for grain. Taking into consider- 
ation that during the period of rectification and 
improvement, one of the important goals we must realize 
is reducing the inflation rate, the reform in prices of 
agricultural products must be carried out step by step 
and in a planned manner. 


Decisions on timing and degree of increase in procure- 
ment prices of agricultural products must take into 
consideration the overall situation of the national 
economy, and be coordinated with and correspond to the 
relevant measures for rectification and improvement. In 
the future reform in prices of agricultural products, we 
must increase subsidies for production prices of agricul- 
tural products step by step, and reduce subsidies for 
consumption prices of agricultural products. China’s 
current procurement prices and sale of grain have been 
seriously distorted, the state’s monopoly sale of grain in 
the whole country has hit 75 billion kg, and for each 
kilogram the state must provide a subsidy of 0.322 yuan. 
The total subsidy is 24.15 billion yuan, which is not only 
a heavy financial burden on the state, but also an 
important economic cause checking grain production 
and encouraging grain consumption. It really is time for 
a change. 
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Other than the abovementioned policies on rural areas 
and on deepening rural reform that must be imple- 
mented and stabilized, other tasks in rural areas also 
need the spirit of implementation, without exception. It 
can be predicted that so long as we do so, we can have 
complete confidence in ending the situation of stagna- 
tion in China’s agriculture in the near future, as well as 
promoting agriculture to a new stage. 


Meeting Stresses Overall Agricultural Planning 
HK2401040990 Beijing NONGMIN RIBAO in Chinese 
3 Jan 90 p 3 


[Report by Yu Xiangdong (0151 0686 2639) and Li Wei 
(2621 3555): “Overall Planning Called for in Attaching 
Importance to Agriculture—Roundup of the ‘Annual 
Meeting of the Agricultural Development Strategy 
Research Center’”’] 


[Text] From 20 to 23 of December 1989, the Agricultural 
Development Strategy Research Center of the Ministry 
of Agriculture held its third annual meeting at the 
Chinese Academy of Agricultural Sciences in Beijing. 
During the 4-day meeting, nearly one hundred scholars 
seriously and thoroughly studied and discussed ques- 
tions concerning agricultural development. A summary 
of the meeting is as follows: 


Concerning Macroscopic Regulation and Control [tiao 
kong 6148 2235] of the Agricultural Economy 


Macroscopic regulation and control of the agricultural 
economy are functions of government departments in 
managing thc ccu..0my to fully utilize various resources 
to create conditions for agricultural development, 
including services before, in the course of, and after 
production, so as to achieve a coordinated, steady, 
sustained, and healthy agricultural development. Since 
agriculture is the foundation of the national economy, 
the regulation and control of agriculture are the founda- 
tion and precondition of th: regulation and control of 
the entire national economy. The purposes of macro- 
scopic regulation and control of the agriculture are: First, 
to put agricultural development on the orbit of the 
planned commodity economy and to suit the former to 
the latter in order to give full play to basic production; 
and second, to provide a good externa! environment for 
full agricultural development and to increase agricul- 
ture’s capacity to develop. 


Strong points of the socialist system should enable better 
coordination work. However, many problems existed in 
our work in the past. This was mainly manifested in 
inconformity between the means of coordination and the 
new mechanism. Microscopically, agriculture has 
changed greatly, but macroscopically, many things are 
lagging behind and planning and marketing have not 
been properly combined. As there is no comprehensive 
management organization to administer unified plan- 
ning, the strength of one department related to agricul- 
ture offsets and restricts that of another, causing great 
difficulty in coordination. As local governments are 
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short of funds, the gap between benefits from investment 
in industry and those from investment in agriculture has 
induced them to make more investment in nonagricul- 
tural production, thus adding difficulty to agriculture. 


To strengthen macroscopic coordination of agriculture, 
it is necessary to fundamentally change the strategic goal 
and should not wait till a crisis in agriculture emerges 
before we attach importance to agriculture. It is sug- 
gested that a system for macroscopic regulation and 
control of agriculture should be established. This system 
should include organizations for making macroscopic 
policy-decisions and macroscopic coordination, for 
passing on information, for technical services, and so on. 
After an organization for making unified policy- 
decisions and management is established, a system of 
combing authority, responsibility, and interests can 
really be implemented and this system will be kept 
within bounds of law. In the past, production was under 
the responsibility of agricultural departments, while the 
production and supply of the means of production, the 
procurement of agricultural products, and capital con- 
struction of farmland are under the charge of other 
departments. The outcome was that nobody was held 
responsible for any problem that occurred. 


Concerning the Sustained, Steady, and Coordinated 
Development of the Agricultural Economy 


China’s agriculture has developed from traditional agri- 
culture to modern agriculture. A scientific and stable 
strategy for the development of the agricultural economy 
should be formulated on this basis and such strategy 
should be implemented gradually. We should not stress 
the importance of agriculture this year and stress that of 
industry next year; stress the importance of chemical 
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fertilizer this year, and stress that of organic fertilizer 
next year; and stress the importance of grain this year, 
and that of a diversified economy next year. Wavering in 
understanding will result in fluctuations in production. 
With a medium-to-long-term plan, our understanding 
will not waver despite short-term changes in the situa- 
tion. Using the “fence-mending’ method in imple- 
menting policies wil! not be conducive to the steady and 
coordinated development of the economy. 


Participants in the meeting held that coordination between 
industry and agriculture is the key to a coordinated devel- 
opment of the national economy. The burden caused by 
low efficiency in industry should not be shifted on to 
agriculture. The key to a steady and coordinated develop- 
ment of the agricultural economy lies in increasing input of 
funds, materials, labor power, science and technology, and 
so on. In the present stage of agricultural production, input 
and output are in direct proportion. In addition, input is 
the main lever to increase the capacity for further agricul- 
tural development. We should have a correct under- 
standing of the relations between input, science and tech- 
nology, and policies. For example, science and technology 
can promote effective input, but the former should not be 
separated from the latter. Science and technology them- 
selves also need input. Some people put forward the idea of 
“first, depend on input, second, depend on science and 
technology, and everything depends on policies.” This 
year, the state has slightly increased investment in agricul- 
ture, but such investment has not increased much in terms 
of its percentage in the total financial investment. 


To ensure steady development in agriculture, it is also 
necessary to further narrow the price scissors of indus- 
trial and agricultural products, steadily develop town- 
ship and town enterprises, and perfect regulations on 
land and other measures. 
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East Region 


Anhui Increases Agriculture Investment 


HK1501083290 Beijing RENMIN RIBAO in Chinese 
7 Jan 90 p 2 


[Report by correspondent Chen Jian (7115 0256): 
“Anhui Province Increases Overall Investment in Agri- 
culture”’] 


[Text] Agricultural construction in Anhui Province is 
continuing to heat up. By the end of 1989, provincial 
authorities alone had earmarked 140 million yuan in 
funds for investment in agriculture. 


To enable the whole society to support agricultural 
development, beginning in 1989, every rural worker had 
to increase the number of working days he contributed 
from 20 to 25. Beginning from 1990, the subsidy funds 
for construction of water conservancy projects are 
expected to reach 1980 [as publisi«d] levels. By the 
middle 10 days of December 1989, more than 10 million 
people had taken up their jobs. While guiding farmers in 
diversifying investments, Anhui has actively imple- 
mented the measures to increase input through many 


channels and raised the proportion of agricultural- 


support funds at various levels. The provincial financial 
department has increased the funds for construction of 
water conservancy works and developmenta! agriculture 
by 30 million yuan. The financial department allocated 
30 million yuan in funds for supporting small chemical 
fertilizer industries in carrying out transformation. The 
raising of funds for agricultural development has also 
progressed smoothly, and 10.5 million yuan has been 
collected from among the total amount of funds outside 
the budget alone. Authorities at all levels are continuing 
to expand input channels and make more investments. 


Anhui Promotes Light Industry Preduction 


OW2301111190 Hefei Anhui Provincial Service 
in Mandarin 1100 GMT 14 Jan 90 


[Text] Station reporter (Wang Yiqiang) learned from the 
recent provincial meeting on light industry that last year, 
350,000 cadres, staff membei's, and workers in light 
industry in Anhui worked hard and resisted interference. 
They overcame difficulties, inciuding a shortage of 
funds, raw materials, and energy sources; and achieved 
sustained development in light industry production. 


The total output value of light industry products in this 
province exceeded 5 billion yuan for the first time last 
year. The industry registered a growth rate in production 
higher than the national average. In 1989, the state 
strengthened macrocontrol of the economy and tight- 
ened the money supply; and the market situation was 
variab!>. The departments in charge of light industry 
production in this province seriously analyzed the situ- 
ation and found ways and means to promote production. 
The departments adopted solid and effective measures, 
actively adjusted the production structure, and 
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expanded the production of fine quality, famous brand, 
and easily marketable items. Various light industry 
departments limited the production of unprofitable or 
unm: rketable items and shifted energy sources and raw 
mater'als to en.crprises which produced easily market- 
able items. They also endeavored to increase effective 
supply. The production of necessary items and daily 
necessities, such as detergent, matches, electric irons, 
watches, sewing machines, and electric fans, increased to 
varying degrees. Many localities obtained funds from 
various channels through their own efforts in order to 
alleviate the pressure from the shortage of funds. They 
thus prevented a decrease in light industry production. 
Despite the weak market, various light industry depart- 
ments strengthened marketing outlets and vigorously 
promoted sales. Party and government workers of the No 
2 Light Industry Bureau in Hefei City worked together 
with staff members and workers of various enterprises to 
organize various forms of sales, including mobile sales, 
street peddling, and retail shacks, to promote the mar- 
keting of light industry products. The total sales of the 
bureau amounted to more than 660 million yuan in 
1989, an increase of 21 percent over the previous year. 


The light industry front in this province also attached 
importance to science and technology and strengthened 
quality control. Good results were achieved in producing 
quality products and winning prizes. Last year, the light 
industry front in this province had six products rated 
outstanding on the national level. Among the five 
national gold prizes issued by the state for the entire light 
industry front, Anhui received two. In addition, 148 
Anhui-produced products received the title of quality 
product of the province. 


Anhui Rural Enterprises Report 1989 Growth 


OW 2301111890 Hefei Anhui Provincial Service 
in Mandarin 1100 GMT 15 Jan 90 


[Text] In 1989, village and town enterprises in Anhui 
made steady growth after showing initial results in 
implementing the principle of improving the economic 
environment and rectifying the economic order. 


According to statistics, in 1989, village and town enter- 
prises registered 26 billion yuan in total output value and 
13.2 billion yuan in total industrial output va.ue, up 16 
and 14 percent, respectively, from the previous year. 
They made 2.43 billion yuan in profits and paid 720 
million yuan in taxes, topping the previous year by 17.4 
and 27.6 percent, respectively. Village and town enter- 
prises throughout the province turned out 216 million 
yuan worth of goods for export, up 10.7 percent from the 
previous year. They employed approxi nately 4.7 million 


people. 


Last year, the village and town enterprises experienced 
tougher times than in previous years. While imple- 
menting the principle of improving the economic envi- 
ronment, rectifying the economic order, and actively 
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readjusting the structure, they gradually developed along 
a beneficial path. This was mainly manifested in the 
following: 


The excessive growth of village and town enterprises was 
brought under control, and their development began to 
keep pace with the macroscopic requirements of the state 
for improving the economic environment and rectifying 
the economic order. 


The concept of development greatly changed. For 
instance, while they used to rely mainly on borrowing to 
raise funds for operation, they now became :nore self- 
reliant, accumulating funds on their own and seeking 
self-improvement. 


In trying to promote development, they used to expand 
the scope of their operations by looking for opportunities 
outside the enterprise; they now look within themselves 
to tap the potential. 


Readjustinent of structure has become the emphasis of 
their work. All localities have developed specific pro- 
grams for readjustment based on their available 
resources. By the end of last year, the province had 
closed down, halted, or merged more than 3,000 enter- 
prises or switched them to other lines of production. At 
the same time, based on the principle of restricting the 
development of some enterprises and guaranteeing and 
promoting the development of others, the province has 
consolidated and developed a group of enterprises that 
earns foreign exchange with export commodities. These 
enterprises help to meet the needs of industrial produc- 
tion in urban areas and the needs of enterprises that 
support agriculture. These enterprises also increase the 
supply of energy and raw materials. 


There is a higher awareness of the importance of man- 
agement. Last year, village and town enterprises 
throughout the province launched extensive activities to 
promote management work to a new level. These enter- 
prises developed 13 excellent ministry-level products, 35 
excellent provincial-level products, and 80 quality prod- 
ucts of the bureaus to which they belong. Some 80 
backbone enterprises will be named by the provincial 
government as star enterprises. One enterprise has been 
named an advanced provincial enterprise. Some 121 
enterprises have been rated as advanced units in the 
tertiary industry, including 32 enterprises accorded 
Golden Cup Awards by the provincial government. 


In 1989, village and town enterprises in the province 
trained 189,000 qualified personnel in all categories. 
More than 480 village and town enterprises operated 
technical schools. Some 10,000 people were evaluated 
and given technical titles. Production safety was also 
markedly better than in previous years. 


REGIONAL AFFAIRS 45 


Poor Peasant Thanks Anhui Secretary Lu Rongjing 


OW 2401000490 Beijing XINHUA Domestic Service 
in Chinese 0117 GMT 23 Jan 90 


[““Newsletter: Xu Jiafa, Peasant Who Drives Off Poverty 
Presents Silk Banner to Provincial Party Committee” by 
XINHUA reporter Tian Wenxi (3944 2429 0823))] 


[Excerpts] Hefei, 23 Jan (XINHUA)}— When a reporter 
visited Huanggang village in Nanzhuang township, 
Yuexi County, Anhui Province, in the hinterland of the 
Dabieshan Mountains, Xu Jiafa, a peasant who had just 
driven off poverty in Shuikou village asked the reporter 
to present a silk banner to the Anhui Provincial CPC 
Committee. The silk banner was embroidered with the 
words: “One does not forget the Communist Party, when 
he drives off poverty.” At the same time, he gave the 
reporter a letter which he addressed to Lu Rongjing, 
secretary of the provincial party committee. In his letter, 
he wrote: “I am Xu Jiafa, a peasant in Shuikou village, 
Nanzhuang township in Yuexi County, who benefited 
from the policy of the provincial party committee to help 
poor peasants drive off poverty. Ou. behalf of my whole 
family and the people in the entire village, I wish to 
express our sincere appreciation.” 


On the evening of 17 January, the reporter presented the 
silk banner and Xu Jiafa’s letter to Comrade Lu 
Rongjing. Lu Rongjing said. ““We did not do much for 
the people, but the masses have remembered what we 
did do for them. This siik banner will encourage the 
provincial party committee to further improve its style 
of work, and work even harder to serve the interests of all 
the people in the province.” 


Xu Jiafa, age 57, was originally a poor peasant. Over the 
past two years, he had worked hard under Lu Rongjing’s 
solicitude and with the warm support of the local party 
and government organizations, had rapidly driven off 
poverty, and has become one of the first in the group of 
peasants in the Shuikou Village to drive off poverty. 


On the afternoon of 10 January, Xu Jiafa, in his brightly 
lit and well decorated large three-room tile-roofed house, 
had an interview with a XINHUA reporter. He 
described how Secretary Lu Rongjing of the provincial 
party committee visited Shuikou three times to help him 
drive off poverty. 


Shuikou village is the poorest village in Yuexi county. 
Twenty- Eight of the 31 households in the village are 
poor, with a per-capita income of 120 yuan per year. 


In December 1987, Lu Rongjing who was acting gov- 
ernor of Anhui at that time, travelled more than 250 km 
to visit Shuikou for the first time. When he saw Xu Jiafa 
and his five-member family in a two-room shabby house 
in dire need of food and cooking oil, he was very sad. 
Holding Xu Jiafa’s hand, he said tearfully: ““Nearly 40 
years have passed since liberation. You and your friends 
in the neighborhood are still leading a poor life. We have 
done a disservice to the people in the old liberated area. 
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We have not performed our duties well.” After making 
inquiries on the reasons leading to poverty, he and the 
county, district, and township responsible persons who 
accompanied him on his isp studied measures to help 
Xu Jiafa and others drive off poverty. [passage omitted] 


In October 1988, Secretary Lu Rongjing of the provincial 
party committee visited Shuikuo for the second time. He 
and others discussed mvasures to increase grain produc- 
tion, plant more hybrid rice seedlings, grow more upland 
crops, accelerate the exploitation of natural resources ii 
hilly areas, grow more chestnut and tea trees as well as 
Chinese medicinal herbs, and adopt other measures to 
increase income and drive off poverty. [passage omitted] 


In July 1989, Lu Rongjing visited Shuikou for the third 
time to see Xu Jiafa and other poor peasants. He was all 
smiles when he saw Xu Jiafa’s comfortable large tile- 
roofed house and the changes made in his livelihood. 
Holding Xu Jiafa’s baad, he and Xu had a heart-to-heart 
talk on a bench. Secretary Lu was pleased to see that Xu 
had a correct and clear-cut trend of thought to become 
prosperous. Lu Rongjing hailed Xu Jiafa as a little able 
person. The two took a picture in front of the new house. 


Fujian Financial Inspections Uncover Violations 


OW 1801075090 Fuzhou Fujian Provincial Service 
in Mandarin 1100 GMT 12 Jan 90 


[From the “News” program] 


[Text] The general taxation, financial, and price inspec- 
tions in 1989 yielded fruitful results for our province. 
The inspections uncovered cases of disiplinary viola- 
tions amounting to some 382 million yuan, of which 
approximately 285 million yuan should be paid to the 
state. At this time the state treasury has collected over 
209 million yuan, or 73.4 percent of the amount. 


The general taxation inspection alone revealed disci- 
plinary violations in financial and economic affairs 
exceeding 30 million yuan, and delinquent tax and other 
payments amounting to some 100 million yuan. 


All state-owned enterprises and institutions, as well as 
administrative departments in the province, have now 
completed their seif-inspections. Careful inspections 
were conducted on a total of 126,000 units, equalling 
46.4 percent of the total number of units. This rate 
exceeds the rates of inspection coverage stipulated by the 
State Council and the provincial government, set at 30 
and 40 percent, respectively. 


Fujian Reports Increase in Commodity Exports 


OW 1701033890 Fuzhou Fujian Provincial Service 
in Mandarin 1100 GMT 10 Jan 90 


[Text] Various foreign trade departm~ ts in this prov- 
ince have made great efforts to ensure success in ful- 
filling the state’s export plan in order to create more 
foreign exchange for the state. 
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According to a recent report by the provincial Commis- 
sion for Foreign Economic Relations and Trade, this 
province’s total value of exports in 1989 reached 1,612 
million yuan, an increase of 14.7 percent, compared with 
the previous year, and an all-time record. 


Fujian’s foreign trade underwent a severe test last year 
because of problems, including the hike of commodity 
prices, a shortage of funds, and difficulties in transpor- 
tation. In addition, the turmoil and counterrevolu- 
tionary rebellion in Beijing during late spring to early 
summer caused relatively large problems in foreign trade 
work. In order to solve difficulties and heighten the spirit 
of foreign trade workers, various foreign trade depart- 
ments in Fujian carried out ideological and political 
work in a meticulous and serious manner. Various 
foreign trade departments pledged to work very hard 
during July, August, and September last year to ensure a 
continuous increase in exports. Leading cadres of var- 
ious foreign trade departments went to various plants 
and enterprises which produce and handle export com- 
modities to ensure the successful implementation of 
export plans. They also helped those plants and enter- 
prises solve actual problems. They stressed the need to 
assist joint ventures, cooperative ventures, and foreign- 
owned enterprises to ensure their steady increase in 
production. Joint ventures, cooperative ventures, and 
foreign-owned enterprises in this province exported 
commodities with a total value of more than $465 
million, which was more than double that of the previous 
year. 


On the basis of structural reform of foreign trade depart- 
ments in the first half of last year, various fwveign trade 
departments in this province implemented a new system 
of unified proportion in the distribution of foreign 
exchange. This was an incentive for various foreign trade 
enterprises. 


In order to develop new foreign markets, various foreign 
trade de,artments in Fujian carefully organized export 
commodity fairs last spring and last autumn. Various 
foreign trade departments dispatched more than 200 
sales promotion groups to various places in the world to 
promote the sale of products and achieved good results. 
The tota! volume of export transactions concluded in 
spring and autumn trade fairs last year both set all-time 
records. 


Fujian’s Xiamen Plans To Gain Taiwan Investors 


OW2301175790 Beijing XINHUA in English 
1511 GMT 23 Jan90_ 


[Text] Xiamen, January 23 (XINHUA)}—Xiamen, one 
of China’s special economic zones in Fujian Province, 
will speed up infrastructure construction at investment 
areas for Taiwan investors, according to Mayor Zou 
Erjun today. 


Zou said Xiamen will promote infrastructure construc- 
tion at Xinglin and Haicang, the areas designated for 
Taiwan investors. The construction program will include 
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expansion of wharves, the international airport, the 
program-controlled telephone system and water supply 
facilities. 

In addition, Zou said the main body of a bridge to link 
Jimei and Xiamen Island will be completed. Work will 
be done on power transmission facilities, and construc- 
tion of factory buildings will be speeded up, he added. 
Zou said Xiamen will work out its industrial policies in 
accordance with the economic rectification policy and 
actual local conditions. 

While continuing to import small and medium-sized 
projects, he said efforts will be made to import some 
large projects to promote development of the local 
processing industry. 

Xiamen will also encourage direct overseas investment 
and exclusively overseas-funded cnierprises, Zou said. 
Last year, Xiamen approved more than | 30 contracts on 
Taiwan-funded projects. The contracts call for a total 


Taiwan investment of more than 480 million U.S. dol- 
lars. 


By the end of last year, the city had approved 237 
Taiwan-funded projects. 


Hainan’s Huainan Mining Bureau Boosts Production 


OW1501020890 Hefei Anhui Provincial Service 
in Mandarin 1100 GMT 5 Jan 90 


{Excerpt} The Huainan Mining Bureau has enhanced the 
workers’ labor enthusiasm and their sense of responsi- 
bility as their own masters by showing concern for 
working conditions at the frontline of production. This 
has brought about a sustained, steady, and coordinated 
development in coal production. 


Last year, the bureau overfulfilled its production and 
construction plans, producing 9.16 million metric tons 
of coal, exceeding the original plan by 660,000 metric 
tons and surpassing its 1988 coal output by 220,000 
metric tons. 

The Huainan coal mine is an old mine. Safety conditions 
in the shafts are poor, and a large amount of labor is 
required. In order to stabilize the number of miners 
working underground, the bureau's party committee has 
adopted a policy of showing concern for working condi- 
tions in the shafts, in addition to conducting education 
among the workers. [passage omitted] 


Jiangsu To Maintain Price Stability, Subsidies 


OW2001170390 Beijing XINHUA in English 
1507 GMT 20 Jan 90 


[Text] Nanjing, January 20 (XINHUA)—Jiangsu Prov- 
ince will not curtail its subsidies for food grain, edible 
oil, meat, vegetables and coal to maintain price stability 
in 1990, according to a provincial official. 
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Jiang Qiwen, director of the provincial finance depart- 
ment, said that though the province will have difficulty 
balancing its revenues and expenditures, it will do its 
best to maintain the people’s living standard. 

The coastal province has a population of 65.6 million 
and has been the leader in industrial output value for 
five years in China. In 1989, the province's total output 
value amounted to 355.2 billion yuan (74 billion U.S. 
dollars), including industrial output value of 197 billion 
yuan (41.9 billion U.S. dollars). The figures represent 4.7 
percent and 4.2 percent increases respectively over the 
previous year. Jiangsu’s fina \cial revenues increased by 
6.9 percent to 12.19 billiow yuan (2.59 billion U.S. 
dollars). 

Maintaining the people’s living standard is an important 
task for governments at all levels in Jiangsu, according to 
Shen Daren, the newly appointed secretary of the Pro- 
vincial Committee of the Communist Party of China. 


Zhu Shizhen, director of the provincial pricing bureau, 
said the provincial government started to control the 
price of consumer goods last year. Prices of most goods 
were stable. In the first 11 months of 1989, the vegetable 
price index showed negative growth for six months. 


Jiangxi Reports 1989 Economic Gains 


OW2201124390 Nanchang JIANGXI RIBAO 
in Chinese 11 Jan 90 p 1 


[Text] The provincial government released some heart- 
ening news at a news briefing on 10 January to review 
Jiangxi’s economy. The province's total industrial and 
agricultural output value topped 40 billion yuan in 1989, 
up 3,148 million yuan from the year before. Local 
financial revenues and per capita net income of peasants 
amounted to 3,747 million yuan and 588.64 yuan respec- 
tively, growing by 518 million yuan and 70.48 yuan over 
the preceding year. 


Jiangxi’s economy developed steadily last year, amid 
efforts to consolidate the economy and intensify 
reforms. The province's total output value, income, and 
total social output value increased by 6.5 percent, 6.1 
percent, and 7.2 percent, respectively, over 1988. Jiangxi 
overfulfilled its annual plan by 0.6 percent last year, 
increasing by 7.8 percent its total industrial and agricul- 
tural output value of 1988 to 40,54{ illion yuan, a 
figure based on the constant values. 980. Despite 
massive flooding in the first half of last year, the prov- 
ince still produced 15,629 million kilograms of grain, 
which was a 3.1 percent increase over 1988 and higher 
than 1987's record output. The achievement was made 
possible by the effective improvement of leadership over 
agriculture, the increased input in farming, and the 
implementation of overall agricultural development pol- 
icies by all localities. Gratifying progress was made in the 
production of cash crops, whose sown acreage rose by 
701,900 mu over 1988 and for the first time topped 10 
million mu. Animal husbandry also developed steadily. 
Total output of meat and aquatic products amounted to 
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1,005,000 metric tons and 275,000 metric tons, respec- 
tively, rising by 2.7 percent and 7.4 percent over 1988. 
Industrial production continued to grow in the course of 
readjustment, but its previously rapid pace of develop- 
ment slowed. Cadres and workers on the industrial front 
surmounted countless difficulties and worked hard to 
readjust the production structure, thereby ensuring con- 
tinued growth in industrial . They overful- 
filled their annual quota by 0.9 percent, realizing 28,898 
million yuan in output value—a figure representing a 9.4 
percent increase over 1988. The industrial production 
structure underwent improvements. Substantial 
increases were achieved in the production of energy, raw 
and semifinished materials, the means of agricultural 
production, and consumer goods. Transportation con- 
tinued to develop. Freight transport reached 21,386 
million metric ton-kilometers, up 1.7 percent from 1988. 


Social (semand was significantly brought under control. 
State-ov.r<d units invested 3,305 million yuan in fixed 
assets, down 17.5 percent from 1988. Of those invest- 
ments, 2.18 billion yuan were invested in local projects, 
down 21.8 percent from 1988. Investment in renova- 
tions totaled 944 million yuan, which was a 35.2 percent 
decline from 1988. The rapid growth in consumption 
funds was brought under control, because of measures 
taken to ban the indiscriminate issuance of cash and 
material awards and to curb institutional spending and 
extravagant dining. The purchasing power of social orga- 
nizations was tightened, with initial results. Banking 
institutions actively sought savings, despite the tight 
money supply aimed at controlling the total amount of 
currency in circulation. Consequently, savings deposits 
in urban and rural areas increased significantly, by 31.3 
percent over the beginning of the year. For the first time, 
savings surpassed 10 billion yuan. The implementation 
of consolidation measures took the heat off the market- 
place. Governments and commercial departments at all 
levels took various actions to ensure the supply of goods, 
thereby satisfying the needs of people in urban and rural 
areas. Retail sales of commodities increased by 10.4 
percent over 1988, with consumer goods accounting for 
9.1 percent. The province exported $515 million worth 
of goods, a 5.4 percent increase over 1988, and overful- 
filled its annual export quota by 1.1 percent. 


Shandong Gross Industrial Output Value Grows 


HK1501133290 Beijing RENMIN RIBAO in Chinese 
10 Jan 90 pl 


[Report by Jia Jianzhou (6328 1696 5297), Shi Jun (4258 
6511), and Jia Zhanyi (4258 1455 6318): “Shandong’s 
Total Industrial Output Value Exceeds 140 Billion 
Yuan”) 


[Text] Ji:.an, 9 Jan—Shandong Province’s industrial and 
transportation system overcame one difficulty after 
another in production, and realized simultaneous 
increases in growth rate and financial revenues. The 
province's gross industrial output value exceeded 140 
billion yuan in 1989, up by 17 percent from 1988. The 
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province's financial revenues exceeded 20 billion yuan, 
of which local financial revenues amounted to 10.4 
billion yuan, up by 16 percent. 


The satisfactory results of Shandong’s industrial and 
transportation system production were derived from the 
careful organization of the provincial party committee 
and government. In the face of one difficulty after 
another, such as a drought and a strain in funds, energy 
resources, raw materials, and transportation, they took 
an attitude of advancing despite difficulties. At the 
beginning of 1989, they promptly adopted the measure 
of “coal and power guaranteeing each other,” which was 
aimed at the alarmingly decreasing level of stored power 
and coal. As a result, coal and power production main- 
tained stable growth and laid a foundation for economic 
development. In the second quarter, the monthly 
average Output value topped the record, with the elimi- 
nation of the interference and damage of turmoil and the 
Beijing counterrevolutic ary rebellion. In early July, 
they explicitly proposed that “the contracted managerial 
system of enterprises and the system of factory director's 
responsibility remain unchanged, and that all power 
relegated to localities and enterprises will not be recen- 
tralized, with the exception of those involved in the 
explicit central order.” That stabilized the enterprises 
and set people's mind at ease. In the last quarter of the 
year, they announced six policies to stabilize enterprises, 
directed at the problems surfacing in the normal ties 
between enterprises, and the implementation of procure- 
ment and marketing policies. They succeeded in effec- 
tively giving play to the initiatives of managers and 
personnel involved in supply and marketing. 


Shanghai Curtails Fixes Asset Investment 


OW 1201010490 Beijing XINHUA Domestic Service 
in Chinese 0008 GMT 11 Jan 90 


{By reporter Ji Jincheng (1323 6651 2052] 


[Text] Shanghai, 11 Jan (XINHUA)—Shanghai's effort 
to scale down investment in fixed assets has paid off. The 


city either scrapped or put on hold a total of 1,536 
projects in 1989, which saved 4.813 billion yuan, about 
34.1 percent of the executed investment total for 1988. 


While the overall investment was being curtailed, con- 
struction of 44 guaranteed key projects was accelerated, 
some of which were even completed ahead of schedule 
and put into operation. 


In the past few years, as interest in investment has been 
high, everyone has tried to do capital construction of one 
kind or another, and everyone has fought for loans to 
finance his project. Consequently, the higti demand for 
materials caused prices to soar, resulting in a severe 
shortage of construction funds. Many projects that 
should not have been started were started, while some 
key projects that were greatly needed were unable to be 
started. In its effort to screen capital construction 
projects, the municipal government called on all indus- 
tries and departments to seriously consider the overall 
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interests and to resolutely determine to reduce a number 
of projects. The municipal government urged them to 
ensure the completion of key projects and to readjust the 
structure of investment. 


During the past year or so, various industries and 
depirtments vigorously screened their own projects 
either under construction or in preparation for construc- 
tion. At the same time, the appropriate municipal 
departments concentrated on sorting out projects for 
office buildings, auditoriums, and guesthouses and 
decided not to approve any such projects in the near 
future. Planning commissions deregistered projects that 
had been scrapped or put on hold, financial agencies 
stopped financing them, construction departments 
pulled out their construction teams, and auditing agen- 
cies put these projects under supervision. Those projects 
that should have stopped but were not were sternly dealt 
with by the appropriate municipal departments, and 
approval for new projects was strictly controlled. 
According to statistics, from January to November last 
year, the number of new projects approved was 83.5 
percent less than that for the same period the year before. 
In the second half of last year, the completed construc- 
tion and installation volume dropped from that for the 
same period of 1988. 


As a result of the screening of capital construction 
projects and the curtailing of investment, the shortage of 
construction materials has been gradually eased, prices 
have dropped to normal, and the price of oversupplied 
products has begun to fall. As nonproductive investment 
declined by 7 percent, productive investment went up. 
The centralized management and utilization of construc- 
tion funds effectively ensured the construction of 44 key 
projects designated by the municipal government. The 
construction progress of these projects on the whole was 
more than 10 percent ahead of other projects under 
construction. The four 300,000 kw generating sets of the 
Shidongkou Power Plant, one of the guaranteed projects, 
have all been installed and have begun to generate 
electricity. They add more thar. 4 billion kwh of elec- 
tricity to the annual power supply, which can result in an 
extra industrial output value of over 20 billion yuan. The 
Model No 2505 hot rolling mill [re lian ya dai gang ji zu 
3583 6647 6509 1601 6921 2623 4809}, installed and put 
into trial production at the Baoshan Iron and Steel 
Company, can turn out 4 million metric tons of hot 
rolled steel plate of various specifications each year, 
which not only helps the city offset the imbalance in the 
demand and supply of raw materials but also saves the 
state about $1.1 billion in foreign exchange. 


Shanghai Trade Faces Inflation, Capital Shortage 
HK1301065290 Hong Kong HONGKONG STANDARD 
(BUSINESS STANDARD) in English 13 Jan 90 p 2 


[By Cheung Lai-kuen] 
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[Text] Shanghai, one of ine largest exporting cities in 
China, would continue to face the problem of capital 


shortage and decreasing demand. 

Shen Beizhang, chairman of Shanghai Municipal Gov- 
ernment Foreign Economic Relations and Trade Com- 
mission, said that capital supply for the foreign trade 
sector would not be sufficient this year. 


The Ministry of Foreign Economic Relations and Trade 
(MOFERT) had expanded credit to Shanghai last year 
from 10 billion yuan (about US$2.12 billion) to 12 
billion while Shanghai's exports totalled US$5 billion for 
the year. 


Mr Shen expected the capital shortage this year would 
not be as serious as last year because inflation would 
slow. 


Shanghai's inflation rate was 17 percent last year com- 
pared with 21.3 percent in 1988. 


He estimated the inflation rate would slow to the range 
14 to 16 percent this year. 


With the decrease of inflation, Mr Shen said, the pro- 
duction cost of export products would be stable. 


An average of 20 pereent more than the planning price 
had been paid by the foreign trade corporations to 
purchase supplies from factories during last yar, Mr Shen 
said. 


A number of Chinese exporters had suffered losses or 
lower profits last year because factory prices rose as a 
result of inflation and expensive raw materials. 


Individual export corporations would balance their 
accounts with the excellent performances of 1988, since 
the implementation of the contract responsibility 
system. 


Mr Shen expected costs would continue to increase. He 
cited textiles as an example. Costs would continue to 
increase because the cost of raw materials, especially 
cotton, would continue to increase. 


But Mr Shen said the degree of ciipital shortage would 
not be as severe as last year, despite the fact that capital 
supply from the central government was still very tight. 


He explained that this was because demand in both the 
internal and international markets would slow own this 


year. 


But he said it would be a good opportunity for Shang- 
hai's industries to restructure, change their production 
profile to meet demand in international market. 


The door consumption incentive in the local market 
especially would encourage factories to look to foreign 
markets, he said. 
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On concerns abou! economic rectification within the 
foreign trade systeri, Mr Shen said Shanghai's foreign 
trade sector would not be seriously affected by the move. 


He said that a total of some 50 foreign trade companies 
had been approved by Shanghai's Commission after the 
laying down of the right to operate foreign trade by 
MOFERT in 1988. 


In addition, more than 30 of the 50 new foreign trade 
companies had manufacturing bases, which were 
excluded from the rectification, according to Mr Shen. 


He said the target for Shanghai's rectification was com- 
panies that had suffered serious losses, those with poor 
management, and those which operated businesses not 
related to their registered nature. 

For example, he said, a textiles export company could 
not be allowed to operate in the food and grains export 
sector. 


He did not rule out the possibilities that some foreign 
trade companies would need to merge or close down. 


Shanghai Reaps Important Scientific Results 
OW 1601201290 Beijing XINHUA Domestic Service 
in Chinese 2223 GMT 14 Jan 90 


[By reporter Zhang Xuequan (1728 1331 0356) 


[Tex’j Shanghai, 14 Jan (XINHUA)—The year of 1989, 
which just ended, was a bumper year for scientific and 
technological circles in Shanghai. Last year, a total of 
1,855 items of major achievement passed appraisal in 
the city. That amounts to an average of five important 
scientific and technological results being introduced 
r ory day. 

Among these results, 680 items were created for the first 
time in China, and 1,120 items were for the service of the 
industry as a whole, thus realizing the purpose of letting 
scientific and technological work serve on the “main 
battle field.” 


The level of these results was markedly raised, as more 
than 420 items reached the international advanced 
level—an achievement quite different from the past. The 
120-gate gate array gallium arsenide high-speed inte- 
grated circuit introduced by the Shanghai Metallurgical 
Research Institute has a function of international leading 
standard. It can be widely applied in high-speed instru- 
ments, supercomputers, communications satellites, and 
electronic countermeasures. 


The application rate of scientific and technological 
resv't: ‘9 1989 was also satisfactory. Last year, more 
¢ 300 items, more than 80 percent of the total 
i 4, were used in production and daily life. 
Avcording to a random survey, 10 items—such as a laser 
which is usually used in cutting steel, multiple-ply textile 
technology, and cement injection technology used in the 
soft ground—already earned 680 million yuan ir 1989. 
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Shanghai Receives Extra Export Credit 


HK1101021590 Hong Kong HONGKONG STANDARD 
(BUSINESS STANDARD) in English 11 Jan 90 p ! 


[By Cheung Lai-uen] 


[Text] The Shanghai foreign trade sector was alloted an 
extra two billion yuan in credit in the second half of last 
year to back-stop the city’s exports, a Shanghai official 
said yesterday. 

Two billion yuan was worth about U.S.$540 million 
under the exchange rate of U.S.$1 to 3.7 yuan effective 
before the renminbi was devalued in December. 


Shen Beizhang, chairman of the Shanghai delegation to 
the Shaaghai trade fair in Hong Kong, said yesterday 
lack cf purchasing capital in Shanghai's foreign trade 
system was severe in the second half of last year. 

To maintain the city’s export performance, MOFERT 
(the Ministry of Foreign Economic Relations and Trade) 
increased credit to Shanghai through city banks, he said. 


Mr Shen, who is also chairman of the Shanghai munic- 
ipal government Foreign Economic Relations and Trade 
Commission, said the origins! craait amount approved 
for the i foreign trade sector was 10 billion yuan 
(about U.S.$2.7 billion) las. year, apart from the extra 
With the extra working capital, Saanghai's foreign 
exports had reached U.S.$5 billion last year, 8.7 percent 
higher than the previous year, he said. 


With the excellent performance of last year, Mr Shen 
said he was confident the export contracts signed during 
the Shanghai trade fair which closed *1 Hong Kong 
yesterday would be fulfilled. 


The Shanghai fair—the first Chinese trade symposium in 
Hong Kong this year—closed with contracts worth 
U.S.$15 i being signed. 


The five-day fair attracted more than 10,000 buyers and 
visitors, indicating that trade with China trade still has 
its attractions, despite the June turmoil and China's 
austerity measures. 


Wang Zukang, vice<hairman of the trade commission, 
said textile and garment products were the most sought- 
after products at the fai~, at which silk export contracts 
for more than U.S.$16 million were signed. 


Shanghai Gross Product Reaches 69 Billion Yuan 


OW2301084790 Shanghai City Service in Mandarin 
2300 GMT 15 Jan 90 


[From the “Morning News” program] 


[Text] According to information released by the 
Shanghai Municipal Statistics Bureau on 15 January, the 
municipality's gross product for 1989 reached 69 billion 
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yuan, while its income broke the 60-billion-yuan mark 
for the first time. Calculated in terms of comparable 
prices, these figures were higher than the 1988 figures by 
$.3 percent and 5.4 percent, respectively. The average 
per-capita gross product amounted to 5,451 yuan, and 
the average per-capita income was 4,749 yuan. After 
adjusting for inflation, the growth rates were 4.4 percent 
and 4.5 percent, respectively. These two major economic 
indicators show that Shanghai's economy has continued 
to develp steadily and that the effective supply in its 
society has increased appropriately with the improve- 
ment of the economic environment and the rectification 
of the economic order. 


Due to the energetic efforts to check the practice of 
sending gifts and hosting banquets, the growth in the 
catering trade registered a 3 percent decline, compared 
to the preceding year. The growth in the service sector 
fell 12 percent, compared to the preceding year because 
of a reduced number of foreign tourists and a reduction 
in hotel room rates. 


Shanghai Economic Zone Reports Steady Progress 
OW 1801073990 Beiji:., XINHUA Domestic Service 
in Chinese 0846 GMT 17 Jan 90 


[By reporter Li Zhenghoog (0632 2973 1347] 


[Text] Shanghai, 17 Jan (XINHUA)—The Minhang Eco- 
nomic and Technological Development Zone, known as 
Shanghai's showcase of opening to the outside world, is 
making steady progress. In 1989, its annual industrial 
output value reached 680 million yuan, doubling the 
value of 1988. Its foreign earnings amounted to 
$49.08 million, 3.3 times that of 1988. The foreign 
exchange earnings have been increasing for 3 years in a 
row. 


In the development zone so far, 61 foreign investment 
projects, accounting for |! percent of the total number of 
enterprises with foreign capital in Shanghai, have been 
approved. Of the approved projects, 37 enterprises have 
begun operations. Their industrial output value accounts 
for 19.06 percent of the total industrial output value of 
all the joint ventures, cooperative enterprises, and 
wholly foreign owned enterprises in Shanghai. The 
exports of those enterprises that began operations in the 

t zone last year earned $49.08 million, 27.7 
percent of the total foreign exchange earnings of all the 
joint ventures, cooperative enterprises, and wholly for- 
eign owned enterprises in Shanghai. The per capita 
foreign exchange earnings of the enterprises in the devel- 
opment zone was $6,224. 


It is reported that a number of foreign investment 
projects under construction in the development zone will 
soon begin operations. In 1990, the number of enter- 
prises in operation in the development zone is expected 
to reach 50, up 35 percent from 1989. Their foreign 
exchange earnings are expected to exceed $100 million. 
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Zhejiang Reports Good 1989 Grain Harvest 


OW 1601192390 Hangzhou Zhejiang Provincial Service 
in Mandarin 1000 GMT 10 Jan 90 


[By reporter (Zhang Jianping) 


[Text’ (Wu Cuilong), deputy head of the statistics section 
of the provincial agricultural department, was inter- 
viewed while attending the on-going provincial confer- 
ence on the work of planned economy. He said: This 
year, the provincial government will give top priority to 

grain and cotton production—in 
terms of policy, technological support, investment, and 
the supply of the means of production. The prospects for 
agriculture are very bright. 


The deputy head said: Because of our budgetary difficul- 
ties, we cannot expect that large amounts of invesiment 
will be made in one stroke. However, with the volicy 
playing its part in arousing peasant initiatives, the peas- 
ants will voluntarily invest more in agriculture. After all, 
the main source of investment in agriculture is the 
peasants themselves. Since the second half of 1988, 
governments at different levels have attached a high 
degree of importance to agriculture. This aroused the 
initiatives of the peasants. Last year, the province still 
registered a total grain output of 15.55 million metric 
tons, a figure slightly higher than the previous year, 
despite encountering frequent natural disasters. At 
present, some 410 million yuan of agricultural develop- 
ment funds and 370 million yuan of rural cooperative 
funds have been raised. 


(Wu Cuilong), who recently returned from an investiga- 
tion tour of southern Zhejiang, said: Fields along the 
highway in southern Zhejiang have all been planted with 
grain. The area of spring grain for this year has increased 
by 970,000 mu for the province as a whole. 


Zhejiang Records Increased Foreign Investment 


OW2101 164990 Beijing XINHUA in English 
1443 GMT 21 Jan 90 


[Text] Hongzhou, January 21 (XINHUA)—East China's 
Zhejiang Province has approved 182 foreign-funded 
enterprises since the beginning of this year. 


According to statistics, by the end of 1989 the province 
had 440 foreign-funded enterprises, a 31 percent 
incvease over 1988, involving a total investment of 3.258 
billion yuan (about 693 million U.S. dollars). 


Among these enterprises 342 were from Hong Kong, 
Macao and Taiwan, accounting for 77 percent of the 
total foreign-funded ventures in the province. 
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Central-South Region 


Guangdong Makes Progress in Economic Cooperation 
OW 2001170490 Beijing XINHUA in English 
1516 GMT 20 Jan 90 


[Text] Guangzhou, January 20 (XINHUA)}—Guangdong 
Province made giant strides in international economic 
cooperation and trade in 1989. 

According to the lastest official statistics, the south 
China province used 2.399 billion U.S. dollars of foreign 
funds in 1989, of which 97.2 percent were invested in 
productive projects, especially raw materials, energy and 
other basic industries. 


The province approved 303 projects solely funded by 
foreign investors, representing a 25 percent increase. 
Direct overseas investment increased from 38 percent to 
48 percent of the total investment. 


The 6,000 foreign-funded enterprises which went into 
operation have improved management, expanded 
exports and bettered economic returns and over 70 
percent of them have made profits. The Sino-foreign 
joint-ventures and other cooperative firms earned 2.23 
billion U.S. dollars, up 85.7 percent over the exports in 
the previous year. 


Exports of the whole province reached 8.03 billion U.S. 
dollars last year, 7.3 percent more than in 1988. 


Local trade experts said that Guangdong’s foreign trade 
had two prominent features in 1989. Exports by foreign- 
funded enterprises grew sharply and their proportion of 
total exports jumped from 21.4 percent to 35.4 percent. 
Exports of primary products decreased while that of 
manufactured goods increased remarkably. Exports of 
manufactured goods increased by 32.1 percent to 26.8 
billion yuan (5.7 billion U.S. dolla.s). 


Local industrialists said that development of export- 
oriented industries is the goal of Guangdong’s enter- 
prises as well as their rain way out of present difficul- 
ties. 


Guangdong’s domestic appliances, electronics, gar- 
ments, textiles, toys and shoes are marketed in 150 
countries and regions. 


Guangdong Rural Enterprise Readjustment Viewed 
HK0701052190 Beijing RENMIN RIBAO in Chinese 
2 Jan 90 p 2 


[Article by Peng Jialing (1756 0502 7117) and He 
Jiazheng (0149 0502 2973): “Guangdong’s Readjust- 
ment of Rural Enterprises Enters New Stage”’] 


[Text] In the improvement and rectification effort, town 
and township enterprises of Guangdong Province have 
adopted such methods as curtailing investment, reducing 
the scale [as published], grasping priorities, paying atten- 
tion to switchovers, and attaching importance to earning 
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foreign exchange. They have taken the initiative to make 
readjustments and to use foreign capital to develop 
externally oriented enterprises. They have striven to take 
improvement and rectification as an opportunity for 
town and township enterprises to be upgraded and raised 
to a new stage. At present, initial results have been 
achieved in this regard. A pattern of provincial town and 
township enterprises dominated by backbone enterprises 
and externally oriented enterprises has initially formed. 
Up to the end of 1989, town and township enterprises 
earned $2 billion in foreign exchange. 


In recent years, town and township enterprises have 
become an important factor in the economic develop- 
ment of Guangdong Province, especially in the Zhujiang 
Delta area. Since the beginning of last year, town and 
township enterprises in Guangdong have generally run 
into such problems as capital, sales, and so forth. To 
counter the situation, the town and township enterprises 
in various areas of Guangdong have taken the initiative 
to make self-readjustments. In the first half of 1989 
alone, the province reduced the investment in capital 
construction by 2 billion yuan; suspended more than 
1,000 projects; and diverted financial and material 
resources toward supporting and developing externally 
oriented enterprises, priority enterprises, key industries, 
and primary products. From 30 industries, Zhongshan 
City selected 8 for concentrated support. These 8 indus- 
tries accounted for 73 percent of the total industrial 
output value of town and township enterprises. The 
combined total output value of town and township 
enterprises in Foshan City, which amounted to more 
than 5 million yuan, already accounted for 70 percent of 
the total output value of town and township enterprises. 
Various areas have directed main energies toward 
switching their attention from the general handling of 
projects to their careful management. 


Money is tight in the country. Town and township 
enterprises in various areas of Guangdong have actively 
taken the initiative to attract and use foreign capital. In 
the first half of 1989, the province had 1,315 new 
externally oriented enterprises. The three counties or 
cities of Shunde, Nanhai, and Zhongshan attracted more 
than $100 million in foreign capital, with 509 new 
externally oriented projects starting. Xinhui County 
signed an agreement with Hong Kong for 55 projects 
based on the use of foreign capital, with the involved 
amount of foreign capital reaching more than $30 mil- 
lion. 


Hunan Succeeds in Keeping 1989 Prices Down 


HK2501142890 Changsha Hunan Provincial Service 
in Mandarin 2300 GMT 24 Jan 90 


[Text] According to figures provided by the Provincial 
Statistics Bureau, market retail prices in 1989 rose 18.1 
percent, which was 7.8 percent lower than in 1988, 
attaining the goal set by the CPC Central Committee and 
State Council of keping 1989 price hikes lower than in 
the previous year. 
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In the first quarter of 1988, Hunan’: price hikes reached 
30.2 percent. In the face of such a situation, the provin- 
cial party committee and government implemented the 
target responsibility system for controlling prices, which 
was the criteria for assessing the achievements of the 
government officials at all levels. Meanwhile, the provin- 
cial party committee and government also paid attention 
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to construction of the “basket” project, strictly con- 
trolled the newly introduced price reform measures, and 
particularly exercised management over the prices of the 
means of production for farming. Thanks to these mea- 
sures, Hunan’s prices gradually dropped last year. Begin- 
ning from September, price increases were kept within 
10 percent. 


Ss HONG KONG & MACAO 


Territories To Regulate Relics Protection 


OW 2612231389 Beijing XINHUA in English 
1543 GMT 26 Dec 89 


[Text] Beijing, December 26 (XINHUA)}—Laws and 
regulations governing the protection of cultural relics on 
the Chinese mainland will not be enforced in Hong Kong 
and Macao, according to Zhang Degin, director of the 
State Administration of Museums and Archaeological 
Data. 


The director told the press recently that relevant policies 
and regulations on cultural relics for Hong Kong and 
Macao will be promulgated by the Hong Kong and 
Macao Special Administrative Regions themselves after 
they return to China. 


Zhang said, in accordance with the principle of “one 
country, two systems’’, Hong Kong and Macao will enjoy 
a high-degree of autonomy after returning to China, and 
the laws and regulations on the protection of cultural 
relics enforced on the mainland will not be used in the 
two regions. 


At present, some collectors of antiques and cultural relics 
in Hong Kong and Macao are worried about whether the 
laws and regulations on cultural relics enforced on the 
mainland would be implemented in Hong Kong and 
Macao to restrict them in dealing in and sending cultural 
relics to other countries. 


“It is unnecessary to worry about that,” Zhang said. 


He warned those collectors who want to move their 
collections to other places or sell them against losses by 
doing so. 


He explained that the limitations now enforced on the 
mainland are aimed to avoid losses of China’s important 
historic relics and damage of ancient cultural sites, 
tombs, grottoes and architectures. 


He said that illegal transfer and smuggling of cultural 
relics are an important factor that causes damage of the 
relics. 


He pointed out the law of the People’s Republic of China 
for the protection of cultural relics and other related 
regulations extend full respect and protection to pri- 
vately owned cultural relics. 


Iie disclosed that regulations on the protection of pri- 
vately owned cultural relics will be further improved. 


He held that the rich collection of Hong Kong and 
Macao collectors of cultural relics and their antique 
business account for part of the stability and prosperity 
in the two regions. 


He encouraged antique collectors and dealers in Hong 
Kong and Macao to give up their misgivings and main- 
tain their zeal in collecting and studying Chinese cultural 
relics. 
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Hong Kong 


PRC Expected To Concede on Reforms Pace 


HK1001030990 Hong Kong SOUTH CHINA 
MORNING POST in English 10 Jan 90 pp 1, 3 


{By Fanny Wong] 


[Text] China is understood to be prepared to concede to 
a British proposal to speed up the pace of political 
reform in 1991, but only if Britain agrees not to make 
any further reforms in 1995. 


The Chinese side apparently will have no objection to 
Hong Kong introducing 20 directly-elected seats to the 
legislature in the elections due in September next year. 


The suspension of further democratic changes in the 
1995 elections will help to ensure that reforms made 
before 1997 are in step with the political system stipu- 
lated in the Basic Law, which is expected to be finalised 
next week in Guangzhou. 


China has insisted that any reforms carried out by 
Britain before the handover of sovereignty must con- 
verge with the Basic Law, the territory’s future mini- 
constitution after 1997. 


“We have always wanted to have convergence. 


“But the principle is that the political development 
before 1997 has to fall in line with the Basic Law,” a 
Chinese source said. 


It is the first sign of a softening in China's rigid stance 
since last month's Basic Law meeting in Guangzhou and 
coincides with the visit today of the Governor, Sir David 
Wilson, to Beijing. 


It is understood that should Britain agree to its part, 
Beijing is prepared to adjust its political model at next 
week's meeting of the Basic Law political subgroup in 
Guangzhou. 


Mainland-appointed drafters could increase the number 
of directly elected seats allowed in the first 1997 legisla- 
ture from 18 to 20. 


It means that there would be no change in the number of 
directly elected seats in the legislature from 1991 to at 
least 2007, if Beijing insists on freezing the system for 10 
years after the handover. 


This is bound to upset Hong Kong legislators, who are 
pressing for a fully directly elected legislature by 2003. 


It is understood that given such a limited option by 
China, Britain is more likely to support a moderately 
progressive approach than halt development altogether 
in the last pre-1997 legislature. 


In other words, it could compromise by introducing 
fewer than 20 seats in 1991 and save the rest for 1995. 
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Sources indicated that during his three-day visit to 
Beijing there would still be some room for negotiation 
between Sir David and senior Beijing officials on dem- 
ocratic reform. 


Should the discussions result in a deadlock, Britain is 
prepared to go ahead with its own announcement on 
democratic reforms after the drafting committee's final 
plenary session in mid-February, but before the Basic 
Law is tabled and approved by China’s parliament, the 
National People’s Congress in March. 


As during his last visit in November 1988, Sir David will 
meet Chinese Prime Minister, Mr Li Peng, and other 
senior officials responsible for Hong Kong affairs. 


China is expected to raise the nationality package 
unveiled by Britain last month to provide 50,000 Hong 
Kong families with full British passports. 


The Chinese side is concerned that it could lead to an 
exodus of professionals and managers in 1997, draining 
the territory of key people. 


However, Sir David is expected to counter by saying that 
the move is meant to boost confidence and encourage 
those who might qualify under other emigration schemes 
to remain in the territory and contribute to its future. 


China yesterday renewed its attack on the British right of 
abode package, saying Britain had “grossly violated” the 
Sino-British Joint Declaration by unilaterally granting 
full passports to selected groups of Hong Kong people. 


The message was conveyed in a lengthy commentary in 
the left-wing WEN WEI PO and the latest overseas issue 
of the weekly pro-Beijing OUTLOOK magazine. 


In an eleventh-hour appeal to the Governor to push for 
political reforms, the liberal Joint Committee on the 
Promotion of Democratic Government will see off Sir 
David at Kai Tak airport today with another petition. 


Yesterday, representatives of the group petitioned the 
Governor’s official residence, urging him to reflect Hong 
Kong people's aspirations for speedier democratisation. 


The group said they objected to the conservative polit- 
ical model put forward by Basic Law drafters and 
demanded more directly elected seats in the 1991 elec- 
tions. 


The Governor will be accompanied by his wife, Lady 
Wilson, his private secretary, Mr Clinton Leeks, and the 
Political Adviser, Mr William Ehrman. 


They will fly to Beijing on board flight CA-102, which 
will depart at 12.10 pm. 


HONG KONG & MACAO 55 


PRC Coverage of Mayor’s Visit 10 January 


OW 1001121990 Beijing XINHUA in English 
1040 GMT 10 Jan 90 


[Text] Hong Kong, January 10 (XINHUA)}—Hong Kong 
Governor Sir David Wilson left here by air at noon today 
for a 3-day visit to Beijing. 


Before his departure, the Governor told journalists at the 
Hong Ko International Airport that during his visit to 
Beijing he will meet with Chinese Prime Minister Li 
Peng, Director of the Hong Kong and Macao Affairs 
Office under the State Council Ji Pengfei his host, Vice 
Minister of Foreign Affairs Zhou Nan, and deputy 
directors of the Hong Kong and Macao Affairs Office Li 
Hou and Lu Ping. 


“*The subjects I will be covering are all the matters which 
are of concern between ourselves and China at the 
moment,” he said. 


The Governor said he “will be hoping to bring up to date 
the people in Peking who are dealing with Hong Kong 
affairs what’s happening in Hong Kong, what our own 
plans are for the development of the future and what the 
views of people in Hong Kong are at the moment.” 


He said: “I hope that, through this visit to Peking, it will 
be possible to try to reestablish a productive dialogue 
with the people in Beijing [as received] who are dealing 
with Hong Kong affairs.” 


He is accompanied on his visit by Lady Wilson, Political 
Advisor William Ehrman, and his Private Secretary 
Clinton Leeks. 


He was seen off at the airport by Chief Secretary David 
Ford. 


Group Urges Release of Student in Shanghai 


HK0501020790 Hong Kong SOUTH CHINA 
MORNING POST in English 5 Jan 90 p 7 


[By Fanny Wong] 


[Text] A local university student group yesterday sent 
letters to local members of China's parliament urging 
them to help in the release of Yao Yongzhan, a Hong 
Kong student arrested in Shanghai last June. 


The appeal by the Current Affairs Committee of the 
Hong Kong University Students’ Union was relayed to 
Hong Kong deputies of the Chinese National People’s 
Congress (NPC) and Chinese People’s Political Consul- 
tative Conference (CPPCC). 


In a statement issued yesterday and quoting reliable 
sources, the committee said Yao, 19, would be charged 
with sedition and could face up to five years in jail. 


Yao, a student at Shanghai Fudan University, was 
arrested last June and has been held incommunicado 
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ever since. The ” “itish Consulate-General in Shanghai 
has consistently been refused access to Yao. 


The student union said that under Chinese criminal law, 
those convicted of taking part in counter-revulutionary 
activities faced jail of up to five years while leaders faced 
a fixed term of five years or more. 


However, a diplomat in Shanghai said it was unlikely a 
decision on Yao’s fate would be made in the near future. 


“The decision will have to be made at a very high level in 
Beijing, and given the paralysis of the decision making 
process up there, this question is unlikely to be resolved 
for some time.” 


The Current Affairs Committee urged NPC and CPPCC 
deputies to press the Shanghai authorities for Yao’s 
release. 


PRC Hosts Fashion Show, Hopes for Exports 


HK1701022890 Hong Kong HONGKONG STANDARD 
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{BY Cheung Lai-kuen] 


[Text] China’s fashion industry still faced difficulties 
getting into the top end of the international market 
despite the fact that textiles and garments were a tradi- 
tional industry, according to garment manufacturers on 
the mainland. 


Hundreds of garment manufacturers are currently in 
Hong Kong for a China fashion exhibition. 


They said the industry in China has faced the difficulties 
of quota restraints by major markets and their designs 
could still could not meet international standards. 


Zhang Hongxu, director of Beijing Friendship Fashion- 
able Clothing Factory, said yesterday that the industry 
has the problem of poor fabric design, poor quality and 
poor accessories. 


Exports were restrained by import quotas. He said 60 
percent of his factory’s production was for export in the 
form of franchise manufacturing. 


The Foreign Trade Corp took responsibility for negoti- 
ating orders with designs and fabric from buyers. 


He said some of his franchise manufacturing has a good 
reputation in world markets. 
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Lin Xiaofeng, deputy manager of Shanghai Garment 
Corp, the largest garment group in Shanghai, said the 
city’s garment exports had been affected by quota 
restraints. 


For instance, he said, Shanghai Garment Corp’s exports 
last year were only about 70 to 80 percent of the 
pr duction capacity of the group. 


Shanghai Garment Corp had exported about 120 million 
pemene worth to U.S.$340 million last year, said Mr 


Textiles and garments were one of the largest export 
categories in Shanghai. Taking textile exports into 
account, the city exported more than U.S.$1.1 billion 
last year compared with the total of U.S.$5 billion for the 
all the city’s exports. 


He noted that some of China’s fashion design was very 
up to date but was still not welcomed by international 
markets mainly because China lacked market informa- 
tion. Also some Chinese designs had not been accepted 
by international buyers. Mr Lin urged Hong Kong buyers 
to provide more market information. 


The Fashion from China exhibition opened yesterday at 
the Hong Kong Exhibition Centre and runs until Sat- 
urday. 


XINHUA Offficial Attends 


OW1701050490 Beijing XINHUA in English 
0203 GMT 17 Jan 90 


[Text] Hong Kong, January 17 (XINHUA)—The second 
China’s fashion show opened at the Hong Kong Exhibi- 
tion Center here yesterday. 


Ten top models of mainland and seven eminent models 
of Hong Kong are to stage various kinds of fashion 
demonstrations during the five-day show. The 10 main- 
land models were all winners at a recent national model 
contest. 


Deputy director of XINHUA News Agency Hong Kong 
branch Pan Zengxi cut the ribbon for the opening of the 
show yesterday morning. 


The event has attracted more than 100 companies and 
factories from the provinces and cities of Beijing, 


Shanghai, Guangdong, Qingdao, Dalian, Tianjin, Shen- 
yang, Jiangsu, Chongqing, Hunan and Shenzhen. 
Exhibits include a wide range of casual wear, sportswear, 
swimwear, knitwear, evening gowns and specialties of 
young Chinese designers. 

The first China’s fashion show was held here last year 
with 70 exhibitors attending. 
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